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Share Your Discovery of World Report 
. » » With Nearby Friends, Too 





After reading one of our messages on this page, one of our 
Charter Subscribers asks: 

“You say “Do your friends abroad a favor—introduce them 
to World Report.’ That’s a good thought. But what about my friends at 
home? A lot of them are interested in what’s going on in the world 
and I know would like your objective kind of reporting. They. too, 
would like to have a sample copy. Aren’t you interested in introducing 
World Report to them?” 

The answer is that of course we are. The only reason we 
place emphasis on “your friends in other countries” is that it’s harder 
for people living abroad to find out about World Report than it is for 
those here at home. 

But we’re glad to send a sample copy to any of your friends 
who would be interested readers of World Report. When you send your 


list, be sure to tell us whether you want us to mention your name, or 


whether you prefer not. 











a 





Tin production in the Netherlands 
East Indies is to be stepped up this 
spring. Two large dredges, used in mining 
alluvial deposits, are nearing completion 
in Florida and will be towed by U. S. sea- 
going tugs from Tampa through the 
Panama Canal and across the Pacific to 
replace equipment destroyed by the Japa- 
nese. The first dredge will begin the 
12,500-mile voyage this month. The sec- 
ond is due to be ready for the three-month 
trip in May. 


o 0 9 


The U.S. plans to export 209,700,000 
pounds of fats and oils in the first quar- 
ter of 1947. Imports of fats and oils by 
the U.S., chiefly for industrial use, will 
exceed exports for the first time since 
1942. Exports are for the most part food 
products such as lard, margarine, shorten- 
ing and edible oils. Shipments will in- 
clude 19,400,000 pounds of soap. Of the 
total amount to be shipped, 138,000,000 
pounds have been allocated for the three- 
month period. The rest will come from 
a balance remaining unshipped at the 


end of 1946. 


oo 98 


The use cf Polish workers in British 
coal mines is to be permitted by the 
British National Union of Mineworkers. 
One important obstacle to increasing the 
labor supply in Britain’s most critical 
industry thus is removed. The union has 
agreed on the condition that Polish miners 
join local unions and that they will be 
the first to go in the event of layoffs. 


oo 90 


Australia is offering to sell more than 
$3,250,000 worth of machine tools to 
buyers in other countries. The tools, made 
in Britain and the U.S. for Australia’s 
war effort, now are reserved for export 
to avoid flooding the Australian market. 
Precision gauges, as well as milling and 
cutting tools, are included in the offering. 


o 0 90 


The Indian Government is setting up a 
central control over minerals of strategic 
or military importance. The _ world’s 
largest known supply of thorium, a pri- 
mary source of atomic energy, is in 
Travancore. 


o 90 °O 


Norway increased her merchant fleet 
by 169 vessels totaling 300,000 gross tons 
in 1946. The net gain for-the year in- 
cludes 32 tankers totaling 117,000 tons. 
Norwegian shipping, third largest in the 
world, includes 1,630 ships totaling 
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3,288,000 tons, about 1,250,000 tons less 
than before the war. An additional 405 
ships totaling 1,462,000 tons are under 
construction for the Norwegians in Nor- 
way, Sweden, Britain, Denmark, the 
Netherlands, Italy and Canada. 


o o0o 90 


Production of newsprint in Canada 
last year broke all records. Output of 
4,143,392 tons was 27.1 per cent higher 
than in 1945 and 57.9 per cent higher 
than in 1938, the last year before the 
war. Shipments in 1946 amounted to 
4,135,978 tons, 27.8 per cent more than 
in 1945 and 64.3 per cent ahead of 1938. 


oo 98 


France is planning a new tax on all 
motor vehicles in operation. Automobiles 
of less than 10 horsepower are to be 
taxed about $25. Vehicles of from 10 to 
15 horsepower will be taxed about $42, 
and those of more than 15 horsepower 
about $85. With the import duty on gaso- 
line recently increased threefold, gas 
prices are up sharply. Operating a car, al- 
ways expensive, is to be even more costly. 


o 0 °O 


The Chinese tea industry, an impor- 
tant source of income in prewar years, is 
to be revived and expanded with Govern- 
ment aid. Tea growers, factory owners 
and dealers are to benefit under a three- 
year plan. Tea-grinding stations will be 
built at Shanghai, Hankow, Foochow and 
other commercial centers. Exports valued 
at $35,000,000 are anticipated this year, 
with $45,000,000 and $55,000,000 ship- 
ments expected in 1948 and 1949. 


o 9° °O 


A Peruvian international air line is eri- 
tering the competition for Western Hemi- 
sphere air traffic. Financed with $4,800.- 
000 of Peruvian, Canadian and U. S. cap- 
ital and under the management of Harold 
L. George, wartime chief of the U.S. 
Army Air Transport Command, the new 
line will begin daily flights between Lima 
and Montreal next month. Later in the 
year, it will compete with other inter- 
national carriers on the Buenos Aires- 
New York run. Peruvians say the air-line 
distance between those cities is shorter 
via Lima. 


o 0°90 


The Australian Government is going to 
take over and run all the main airports in 
the Commonwealth. Government fields 
will include those at major cities and 
those used by international air services 
and all regular domestic air lines. 
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A survey of Britain’s problems emphasizes the vital importance of 
old-fashioned man power. The British are finding out the hard way 
that, despite the wonders of this push-button age, it still takes men to 
insure a nation of freedom, economic prosperity and a voice that will 
be heard in world affairs. Britain needs at least 1,000,000 men to do 
the nation’s jobs. An analytical survey of Britain’s problems shows it is 
the man-power shortage that caused many of them and is seriously ag- 
gravating others. It's the lack of man power that has produced a crisis 
in industrial production, a shortage of coal and has delayed shipments 
of vital exports. Now it develops that the man-power shortage presents 
a critical problem in the development of Britain’s defense plans and 
plays a major role in the new Anglo-French alliance. You'll get the 
story of Britain’s economic troubles on page 5 and an account of the 
related problems of deferse on page 8. 

. * 

Latin-American relations are as get increased attention by Secretary 
of State Marshall. As Chief of Staff during World War II, he decided 
and directed action on many important political-military questions. 
World Report editors have made a careful study and analysis of his 
views and acts during that period. They've explored the status of 
major questions still to be settled—military collaboration between the 
American republics, ‘convening of the Inter-American Conference, dis- 
turbed relations between the U. S. and Argentina. On page 16, they 
give you an informed forecast of what the United States plans to do to 
achieve closer co-operation among the American nations under Mar- 
shall’s guidance in Latin-American affairs. 

t * o 

Rivalries between nations stimulate an interest in geography. Most 
people haven't paid any attention to an island called Spitsbergen since 
they closed their eighth-grade geography. Now it suddenly pops up in 
the news. On page 26, we give you a refresher on the location, size and 
resources of Spitsbergen. Also, there is provided an analytical study 
explaining why Soviet Russia wants to help Norway protect the island, 
why the United States and other nations are interested, and the niche 


that cold, barren and lonely speck on the map occupies in changed 
world affairs. 


~ o o 


Inflation in Japan brings more urgent problems to be solved by the 
Allied occupation authorities and the Japanese Government. So many 
million new yen are now circulating around Tokyo, Yokohama and 
Kobe that they threaten to become a whirlwind that will badly batter 
—if it doesn’t topple—Japan’s shaky economic structure. What’s hap- 
pening and what it means to Japan, the United States and the rest of 
the world will be found in a dispatch from Tokyo on page 12. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of February 4, 1947 
Volume 2, No. 5 


Russia is to try again for a U.S. loan. It's to be an indirect approach, 
an unusual way to ask for help. Russia's opportunity is to develop in the com- 
ing conference at Moscow over Germany's future. Here are the cards on the table: 

U.S.-Britain aim to have Germany earn her keep, become self-supporting. 

Anglo-American idea is for Germany to operate as a unit, without zones. 

German industry then could be organized to produce more goods for export. 

A self-supporting state would be unable to pay reparations from output. 

On the Russian side of the bargaining: 

Russian goal is to fill pressing internal needs for manufactured goods. 

Russia, having stripped her zone in Germany, wants more from others. 

Russian idea is to insist upon reparations from the Ruhr factories. 

In this situation, the Russian argument is that she will get reparations, or 
their equivalent. Russia wants reparations worth $10,000,000,000. She refuses 
to waive her claim as the most devastated nation. If U.S.-Britain can supply 
dollars for the pump priming of German industry, so runs the Russian line of 
thought, then they can help finance Russian reconstruction with a loan. 




















Russian tactics toward Britain are becoming clear..... 

Questions about British sincerity are pointed by Russia at Ernest Bevin. 

Stalin acts to reassure Bevin, then raises new problems for Bevin to solve. 
They'll talk things over at the Moscow conference of Foreign Ministers. 

Bevin's critics needed a gesture from Moscow to bolster their position, to 
give evidence that Stalin cared for what they have been doing. 

Russian strategy is to put Bevin on the defensive, to make Bevin appear to 
be a personal handicap to Britain's ability to get along with Russia. 

At the bottom, Russia is funcamentally opposed to a successful administra- 
tion of the Labor Party in Britain. A triumph of socialism in Britain would ap- 
peal to France, would give strength to Leon Blum and weaken the Communist attempt 
to gain dominance in France. You get the French picture in a story on page 20. 














Things appear to be going from bad to worse within Britain. The situation is 
serious: probably much worse than the British people realize. 

A tight circle is drawing around recovery; is keeping the economy in bonds. 

Not enough workmen can be found to fill the most essential jobs. 

Not enough output of essential goods is the result. 

Not enough exports are leaving Britain to pay for the things Britain buys. 

Things to wear, to eat, to repair the house are woefully scarce. Britons 
have plenty of money in their pockets, want to forget the war and splurge a bit, 

















(over) 
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WORLDGRAM-= (Continued) . 
Trouble is they can't buy what they want because of lagging production. Because 
such goods are not on store shelves, workers are losing the desire to earn more. 
So they don't want to work more. The result is that production is not going up 
at the pace needed to provide a better living. 
Political significance in Britain's problems is that hard times have not 
weakened the Labor Government. Troubles now do not mean a switch in strategy. 
Laborites will go ahead, not retreat, in planning British economy. 
Government ownership of vital industries, control of others, remains the 
Socialist prescription for curing British ills. An analysis of those troubles 
is supplied in a dispatch from London on page 5. 











There's definitely a new approach by the U.S. to Latin-American affairs. 

Secretary Marshall, by training and experience, knows Hemisphere problems, 
finds it natural to give them a high priority, to exert an active interest. His 
immediate predecessors, Byrnes and Stettinius, seldom got around to this field. 

Latin leaders, men like Dutra and Aranha of Brazil and Aleman of Mexico, 
are familiar faces to Marshall. The war years acquainted them with each other. 

Troubles with Argentina appear to Marshall, not as a U.S.-Argentine duel, 
but as a stumbling block in the way of healthy relations among 2l nations. 

In this situation, Marshall is ready to start afresh, to put into practice 
his own ideas of a basis on which the American republics, including Argentina, 
can work together on trade problems, defense plans and economic development. 











In terms of specific action, the outlook suggests this: 

Key figures, long in conflict over U.S. policies, are to be weeded out. 

Spruille Braden, now Assistant Secretary of State, is ready to step aside. 

George Messersmith is expected to retire as Ambassador to Argentina. 

Ideal successors, from Marshall's viewpoint, would be new to the quarrel, 
yet familiar with Latin America. Marshall doesn't want to prolong the fight. 

Easiest solution would be to use Laurence Steinhardt and Edwin C. Wilson if 
both could be spared as ambassadors to Prague and Ankara, respectively. 

Once the conflicting personalities are straightened out: 

Inter-American Conference is to be held at Rio de Janeiro by midsummer, 

Mutual defense treaty is to be drafted for the Americas at Rio meeting. 

Those are prevailing conclusions that cause some long-range optimism. It 
is clear that Latin America no longer is to complain of U.S. neglect. You get 
the full scope of the change in policy line in a dispatch on page 16. 























In the meantime, Argentina gets a chance for more business in Chile. 

Trade agreement, carrying big credits from Argentina, is due for approval. 
A few changes in the original draft were obtained by Chile. 

Chile, squeezed by shortages, is happy to be assured meat, grain and oils, 
is inclined to worry less about repayment and rejoice over groceries on credit. 

Argentina expects quantities of coal and minerals she needs in manufactur- 
ing, is eager to have more influence in the affairs of Chile. 

At the outset, Chile agreed with Argentina that tariff reductions between 
the two would not be extended automatically to other countries entitled to such 
treatment. That was a blow, among other things, to U.S. ideas of free trade, to 
the validity of treaties with Chile carrying the most-favored-nation clause. Now, 
that conflict has been eliminated by revision. But the big deal boosts Argentina. 
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BRITAIN URGES GREATER OUTPUT 
TO END CRISIS IN PRODUCTION 


Nation’s position as a world power 
hinges on success of present effort 
to revive stalled recovery program 


Reported from 
LONDON 


Great Britain now is beset by 
grave problems threatening the coun- 
try’s entire economy. 

Industrial production is lagging. 
Man power is inadequate and labor is 
restless. The drive for world trade is 
slowing down far short of the target. 
There is a real danger that the present 
low: standard of living will drop even 
lower before it improves. 

Talk is being heard that the British 

will find it impossible to repay the 
$3,750,000,000 borrowed from the U. S. 
to shore up the United Kingdom’s shaky 
economy. 
@ Great Britain’s plight, set out in a 
Government White Paper which appears 
on page 43 of this issue of World Report, 
stems from a number of causes now well- 
ing up to a climax. 

The labor force is too small to staff 
essential industries. More than 650,000 
additional workers are needed in basic 
production. 

Industrial production, as a _ conse- 
quence, remains below minimum needs 
for home consumption and export. 

Prices, thus, are in danger of breaking 
loose. Industrial output is so far below 
purchasing power that the Government 
itself says the ability to maintain price 
stability is being strained. 

Debts continue to pile up abroad. Each 
month Britain’s balance of overseas pay- 
ments remains more unfavorable. 

Exports are ahead of 1938 but still 
fall far short of the goal. British econ- 
omists say the countty must sell abroad 
75 per cent more goods than it did in 
1938 in order to get back to a prewar 
standard of living. But, after a year of 
intensive effort to* boost output, exports 
still are insufficient to pay for imports. 

Other factors add to Britain’s woes. 
People at home are growing weary of 


the shortages in everything they want to 
buy. Food rations are lower now than 
they were during the war, and they 


might go lower. Workers are restless. 


Plants and services are hampered in- 
creasingly by “wildcat” strikes, slow- 
downs and other expressions of dissatis- 
faction coming from the rank and file 
ot workers. 

The result is that Britain finds the 
recovery program stalling. Only in- 
creased production can save it, and that 
production requires more workers than 
are available. As the Government’s 
White Paper says: “The position of 
Great Britain is extremely serious.” 

@ All-out production is moving ahead of 
full employment as the No. 1 goal of the 
Labor Government. Programs are being 


planned to get full man power into the 
essential services and industries. Produc- 
tion of goods and material for domestic 
consumption is to be increased as an 
incentive to keep workers on the job in 
industries producing for export. 

Workers from other countries are to 
be used for British coal mines and textile 
mills. Coal is recognized as the basic 
bottleneck in Great Britain’s battle for 
recovery. 

The drive for more and more produc- 
tion is hemmed in by handicaps, how- 
ever. Many plants are obsolete and in- 
efficient. Many are poorly located and 
thus do not attract labor. The shortage 
of coal puts a crimp in production even 
in cases where sufficient man power is 
available. 

Over all, however, the chief problem 
retarding Britain’s production is the scar- 
city of workers, and the failure of those 
workers to produce at the same rate they 
did before the war. 

An inadequate labor force of 20,- 
324,000 persons, as now distributed, 
places definite limits on the productivity 
of certain immlustries. The tin-plate and 
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—British Combine 


The drive for world trade is far short of the target 
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Food rations are lower than they 


sheet-steel industry, for example, needs 
67 per cent more workers to reach pre- 
war levels. The cotton industry is short 
by 34 per cent. 

A low birth rate between the wars is 
taking its toll now. The number of new 
workers entering industry each year is 
declining steadily. Although 417,000 
young people started to work in 1939, 
only 335,000 entered industry in 1946. 
By 1950, the number is expected to be 
no more than 295,000. 

Child labor is to be reduced by chang- 


ing from 14 to 15 the age at which Brit- - 


ish children can leave school. This means 
that 400,000 youths who normally would 
reach working age this year will stay in 
classrooms for another school year. Not 
all of them would have gone to work, 
but under the change none of them can 
be considered to be part of the working 
force. 

A bigger job for what hands are avail- 
able also complicates the problem. Eng- 
land is behind six years in her civilian 
work as a result of all-out production of 
munitions during the war. Repairs from 
the blitz are still unfinished. There is a 
vast amount of housing to be_ built. 
Schools and hospitals are needed in 
many parts of the country. 

Machines are needed by Britain if she 
is to compete with other countries in 
world markets. And a measure of success 
in such competition is essential in order 
to provide England with much of her 
food. 

Factory equipment is not in good con- 
dition. Spare parts are hard to find. To 
replace worn-out machines, new ones are 
being built. But, while they are in the 
process of construction, other necessities 
must be neglected. Moreover, raw ma- 
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terials needed to make those machines 


‘are diverted from finished products that 


could be sold to other countries. 

Money is another concern. There is 
too much at home and not enough on re- 
serve in other countries where England 
buys many of her necessities. 

Loss of ships during the war amounted 
to about one half of the merchant fleet. 
British shipyards are rapidly making up 
the deficit, but the loss of income for- 
merly obtained from shipping services to 
other nations cuts into England’s ability 
to pay for imports. 

Investments abroad also are about 50 
per cent of what they were before the 
war. Pressure of military needs forced 
sequestration of many shares, and those 
shares were sold by the Government to 
bring in currencies required for war pur- 
chases outside the sterling area. 

Overseas markets had to be neglected 
while factories were converted to supply 
His Majesty's Forces. Goods are needed 
to recapture those markets, and now the 
Government urges greater output to pro- 
duce the goods. 

q] More hard times lie ahead for Eng- 
land before better days can be expected. 
That is the outlook at present. 

The solution to a number of quandaries 
still has to be found. if production is 
going to be increased by 25 per cent, 
which is believed to be the minimum 
boost required. Another Government 
statement is to be made soon on that 
phase of the problem. 

Even smaller ration than those now 
allowed are a possibility, despite the fact 
many experts think that prolonged under- 
nourishment throughout the war years 
and since is one cause of underproduction. 
The ration of fresh meat is due to be 
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were during the war—and are going lower 


reduced soon, and beer production will 
be cut 25 to 50 per cent because of 
the elimination of coal priorities for 
breweries. 

Conscription of labor would solve at 
one stroke the problems of wages and 
distribution of workmen. Strikes would 
be halted, and workers once again would 
be told what jobs they must take instead 
of being allowed to do what work they 
please. A Labor Government. probably 
would be reluctant to resort to such a 
measure in peacetime. Yet a Labor Gov- 
ernment felt compelled to call out troops 
to get food delivered to Londoners dur- 
ing the transport strike. 

Faster arbitration of labor disputes is 
likely if workers remain free to make 
demands through their unions. Red tape 
in arbitration was one of the causes of 
the “wildcat” strike of transport workers. 
More such stoppages would be disastrous 
at this time. 

@ Output during the next few years is to 
determine Britain’s true stature in the 
postwar world. 

The Cabinet is striving to convince 
workers and factory owners alike of the 
seriousness of the economic situation. 

Beyond the job of acquainting labor 
and management with Britain’s problem, 
the Government plans to take the role 
of umpire while employers and emploves 
bargain as they work. Union members 
and other workers will be expected to 
step up production per man-hour. Man- 
agement is counted on to modernize 
machinery and take other steps to in- 
crease efficiency. 

On how well thosé two segments of 
the population work together will de- 
pend England’s ability to come through 
its current production crisis. 
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SWEDISH WORKERS 
GROW RESTLESS 


Unions make widespread demands 
for higher pay. Government fears 
rise in costs if increase is granted 


Reported from 
STOCKHOLM 


Labor unrest is endangering the 
economic outlook in prosperous Sweden. 

Employers are being confronted 
with widespread demands for wage in- 
creases, all involving higher production 
costs. 

The Government views the situation 
with acute concern because of the infla- 
tionary movement that substantially 
higher wages might produce. The fight 
against inflation is one of the biggest 
of the Government’s problems. 

@ Two giants who dominate Sweden's 
economy are coming to grips on the key 
point of the problem—the issue of higher 
wages. 

Labor giant is the Federation of Trade 
Unions, which bargains for all but 70,000 
of Sweden’s 1,107,000 union members. 
This membership is impressive, for the 
total population of Sweden, including 
children, amounts to only a little more 
than 6,500,000. 

Management giant is the Employers’ 
Association, which includes virtually all 
industrial enterprises of importance in 
the country. Some members of the asso- 
ciation argue that wage increases now 
would boost production costs to the 
detriment of Sweden’s export trade. 

Bargaining is between these two 
groups, in the last analysis. While indi- 
vidual unions may formulate a contract 
with a particular plant, no contract is 
valid until the two national organizations 
ratify it. 

Effect of this monopolistic balance of 
labor and management in the past has 
been to discourage localized strikes by 


labor or localized lockouts by employers. ° 


Each side has been in a position to make 
a limited dispute a national issue for its 
organization. Hence compromise has 
been fostered to avoid nation-wide strikes 
or nation-wide lockouts. 

Danger of strikes or lockouts on such 
a scale is a disturbing factor in the present 
situation. 


@ Main causes of labor’s present unrest 
stem from the war years. 

Unions complain that organized labor 
madé no progress during the conflict, 
while industrial stocks and dividends 
are much higher today than in 1939. 

Dissatisfaction also is voiced about the 
dislocation of pay differentials. Because 
of wartime demands, the incomes of 
woodsmen and farmers have gone up to 
the point where they are almost in the 
same brackets as the. more highly skilled 
workers in industry. 

Living costs are the weakest arguing 
point the unions have. Sweden has kept 
her economy tightly controlled since the 
war, and the cost-of-living index has 
risen only 12 points since 1943. 

q] Wage demands, now being formu- 
lated by the Federation of Trade Unions, 
are still tentative. Present indications, 
however, are that the unions will seek in- 
creases up to 20 per cent, plus an addi- 
tional increase for the advance in living 
costs. For the building trades, the specific 
figure of 10 per cent is being mentioned. 

Employers’ reaction to the preliminary 
demands has been that the increases 
sought will promote inflation to the dis- 
advantage of all workers. Big industries 
say they are determined to hold out 
against higher pay under present condi- 
tions. 

Double trouble for the Government 
is how to cope with new inflationary pres- 
sures if labor wins, or what to do if a 
stalemate develops, paralyzing produc- 
tion. There is evidence that the Govern- 
ment is thinking more in terms of the first 
problem and is hopeful that wage 
increases can be held down so that in- 
flationary effects can be regulated by 
existing economic controls. 

Stalemate in the bargaining between 
unions and industry is a possibility, how- 
ever. With one major exception in 1946, 
Sweden’s industries have been virtually 
free of important strikes for the last 40 


years. Machinery for labor-management 
relations is regarded as close to model. 
And the tradition of compromise in past 
labor disputes works on the side of 
amicable settlements eventually. 

@ Export trade is not likely to suffer, 
whether Sweden gets wage increases first 
or goes through a strike. 

As far as manufactured goods are con- 
cerned, Swedish industrialists feel certain 
that the sellers’ market of the present is 
to continue and can be counted upon to 
absorb a reasonable increase in prices 
if the unions win on wages. They also 
believe that the Government will be able 
to curb inflationary tendencies at home, 
provided any pay increases can be kept 
moderate. 

Strikes would not immediately disrupt 
the delivery schedule of Swedish ship- 
ments to Russia under the trade agree- 
ment recently concluded with the Soviets. 
Principal items covered by this pact are 
capital goods that are not to be ready be- 
fore the end of 1948, and large-scale de- 
liveries are not due until 1949. 

@ Economic uncertainty, however, is to 
continue to beset the Swedish position at 
home and abroad until the current labor 
problems are eliminated. What shape a 
solution will take is still obscure. Experts 
do not ignore the danger of a general 
strike or lockout if both labor and man- 
agement refuse to give ground, but they 
do not anticipate such a development. 

Odds are that the traditional compro- 
mise of Swedish labor relations ultimately 
will prevail, dispelling the threat of any 
serious disruption in the nation’s produc- 
tion and commerce. 





—American-Swedish News Exchange 


AUGUST LINDBERG 


Heads Sweden’s powerful unions 
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DEFENSE PROBLEM 


PUZZLES BRITAIN 





Industry’s need for labor may force 
speedier demobilization of services 
already dangerously overextended 


Reported from 
LONDON 


Great Britain’s industrial crisis is 
forcing her new Ministry of Defense to 
take another look at plans for protecting 
the British Empire. It is now apparent 
that Britain is short of the man power 
needed to meet both her production goals 
and her military commitments. 

Factories and mines need another 
1,000,000 workers to check recent de- 
clines in output and to push exports up 
to the desired 75 per cent above prewar. 
Yet, if the armed forces demobilize much 
faster, Britain will be unable to keep suf- 
ficient troops in Palestine, Greece, Ger- 
many and throughout the Empire. At 
most, the military services cannot release 
much more than 500,000 men without 
endangering the Empire’s defense. 

Modification in defense commitments, 
nevertheless, may be the only way out. 

Defense Minister A. V. Alexander is 
being squeezed between opposing forces 
before he has had a chance to get used 
to his new post in the Cabinet. Circum- 
stances require decisions the Minister of 
Defense had hoped could be postponed. 
@ Rapid demobilization of the armed 
forces is asked by industries in need of 
man power and demanded by soldiers 
and sailors weary of long years away 
from home. Rumors of mutiny and wide- 
spread desertion persist and are, in part, 
officially confirmed. Alexander now esti- 


mates that there are 20,000 deserters . 


from Britain’s armed forces leading an 
underground existence in England alone. 
He promises lenient treatment for those 
who surrender voluntarily by March 31. 
Industries in search of labor look 
longingly at the 1,300,000 men in the 
Army, Navy and Air Force. This total 
is far below the wartime peak of around 
5,000,000, but above the prewar level 
of 480,000. In addition, 600,000 workers 
are tied up in industries producing for 
the armed forces. 
@ Demand for troops, on the other 


hand, continues at key points in the 
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British Empire. Increased forces, in some 
areas, are found necessary. 

Trouble in Palestine has forced the 
Defense Ministry to allocate more tfoops 
to the Holy Land to keep peace, if pos- 
sible, among the Jews, the Arabs and 
the British. 

Instability in Greece requires British 
Troops, the diplomats believe, to shore 
up a wobbly Government and to resist 
Communist infiltration. 

Uncertainty in India, where the Hindu- 
Moslem breach persists, gives British 
forces in the Far East a job of unpre- 
dictable size. : 

Soviet troops or pressures in Germany, 
Austria, Trieste and the Middle East 
require corresponding strength in British 
armed forces until the peace treaties 
are negotiated, signed and all troops 
evacuated. 

@ Share-the-work deals with other na- 
tions are in the making to relieve some 
of the burden on Britain for the long 
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pull, for the defense job that is to come 
after the world settles down. 

Standardization of British and Ameri- 
can arms, begun during the war, is con- 
tinuing as rapidly as technical problems 
can be overcome. Idea is to rely on the 
U.S. for weapons and ammunition in 
which mass production is economical. 
Exchange of officers for training purposes 
likewise goes on. Division of labor be- 
tween the two navies, with the British 
accepting chief responsibility in the At- 
lantic and the U. S. in the Pacific, is com- 
mon practice. All of these arrangements 
are informal. 

Alliance with France is to give Britain 
an economic and military ally on the 
Continent. Co-operation with the French 
Air Force, arranged months ago, may be 
broadened. The military purpose of the 
treaty, protection against “a fresh German 
menace,” could serve against other men- 
aces as well. 

British Dominions are being encour- 

aged by Field Marshal Montgomery, in 
a series of personal visits, to gear their 
defense plans with those of the home 
country. Planning by Britain’s military 
chiefs takes Dominion resources of men 
and materials into account, but full col- 
laboration is up to the Dominions. 
@ Basic question facing Great Britain 
is how to spread her own man power 
around the world. Her position as a 
world power would be lost if it rested on 
the United Kingdom alone. The British 
role in Europe, as elsewhere, turns on 
the strength of her Empire. 

Defending the British Isles is the first 
obligation. This means enough defensive 
strength, ready at all times, to ward off 
attack by sea or by air. 


¢ 
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Sea lanes to Britain must be kept open PROBLEMS OF EMPIRE 


to guarantee minimum imports of food 
and raw materials. This means ndval and 
air strength in the North and South 
Atlantic, the Mediterranean and the 
Indian Ocean. 

Wealth of the East must be protected 

if the Empire is to flourish. Here the 
problem focuses on the Indian Ocean 
as the key area in Empire defense. With- 
out British control of this area, territories 
and investments there and farther east 
would be in jeopardy. 
q] From Liverpool to Bombay, however, 
is a long life line, whether the route is 
around the Cape of Good Hope or 
through the Mediterranean and the Suez 
Canal. Either way, there are thousands 
of miles of sea lanes to defend and numer- 
ous neighbors to keep friendly. 

Cost of both routes, in terms of mod- 
ern defense, comes high. For the first 
time, therefore, there is open speculation 
in London as to Britain's ability to main- 
tain adequate defenses both in the Medi- 
terranean and around the Cape. 

The Mediterranean proved too vul- 
nerable to air attacks in World War II 
to be a reliable life line in another war. 
Friendliness of such neighbors as Albania, 
and stability of Arab countries in the 
Middle East, are open to question. 

Alternative shaping up, consequently, 
is to plan active defense for the route 
around the Cape of Good Hope and for 
the Indian Ocean, leaving the Mediter- 
ranean to a system of passive defense. 

This would not mean a publicized re- 
treat from Greece or the Middle East, 
nor evacuation of Palestine or Gibraltar. 
Empire prestige and commercial advan- 
tage would oppose such a withdrawal. 
But it would mean that bases in the _— _ 
Middle East and Mediterranean would be — * 


held as advance strong points, rather ; ane , A wal 
, 4 P\ el 





—U. S. Coast Guard 


ON LAND... Neighbors to keep friendly 


than as way-stations on a solid line. 
The principal line of defense then would 
cut across mid-Africa, anchored on the 
Indian Ocean in Kenya. Such a scheme 
would take less man power and upkeep 
than active defense of both routes. 

@ As things stand, Britain cannot de- 
mobilize to prewar strength without 
abandoning current commitments in 
Europe, the Middle East and Asia. When 
and if these obligations are retired, there 
is still the question whether England 
alone can supply the man power to de- 
fend the Empire. 

The Dominions plan postwar forces 
totaling no more than 165,000 men. Help 
from such allies as France and America’ 
depends on the uncertainties of inter- 
national relations. Sweeping disarmament 
and a world police force under the 
United Nations are future hopes, not 
yet realities. 

If it comes to a choice between keep- 
ing Britain’s economy going and defend- 
ing all of the Empire, a reduction in Patt ae A .~ > 
defense commitments may be the only ; F | —International 


solution. IN THE AIR... Strong points to maintain 
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AUSTRIA’S FREEDOM 
DEPENDS ON RUSSIA 


Seizures in Soviet zone reduce 
chance of economic independence, 


raise major issue for treaty-makers 


Reported from VIENNA, 
LONDON and WASHINGTON 


Russia’s seizure of industrial plant 
and equipment in Eastern Austria has 
pulled the props out from under the 
Allies’ promise to set Austria up as an in- 
dependent nation. Now the question is 
whether Austria will have enough re- 
sources left to stage a comeback inde- 
pendent of Moscow. 

The issue is so hot that Allied 
diplomats can’t even agree to talk about 
it. In London, where representatives of 
the Big Four are drafting peace treaties, 
there is ready agreement that the new 
Austria must be independent of Ger- 
many. There are signs of unanimity on 
other provisions of the treaty. But on the 
biggest question of all, involving the So- 
viet grip on Austria, the delegates are not 
yet within talking distance. 

The difficulty is this: 
€) The Russians have a firm foothold in 
Eastern Austria and show no signs that 
they will relax their economic grip even 
after their troops are withdrawn. 

Transfers of Austrian factories, ma- 
chinery, livestock and raw materials to 
Russia presumably have been substantial. 
Nobody outside the Kremlin, however, 
knows how much has been moved. 

Control of industry in Eastern Austria 

is to be retained by the Russians, after 
military occupation is ended, through 
economic ties now being fashioned. A 
probable device is Soviet ownership of 
shares in Austrian companies. Another 
scheme, employed elsewhere, would take 
the form of Austro-Russian joint owner- 
ship and management of industrial 
properties. 
@ The Austrians are looking desperate- 
ly for ways to save what resources the 
war, the Nazis and the Russians have not 
already removed or destroyed. 

A nationalization law has been enacted 
to apply to industrial property formerly 
taken over and managed by the Nazis. 
The objective was to nail down assets 
that Soviet officials were likely to walk 
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off with, but the Russians have refused 
to permit the law to operate in their zone. 
Offers to buy back industrial properties 


- that the Russians claim as theirs are 


now reported from Vienna. The Western 
Allies, however, protest that all four 
occupying powers must approve any 
such transaction. 

@| The Western Allies, for their part, 
are finding it difficult to help Austria as 
much as they would like. | 

The shadow of Potsdam hampers Brit- 
ain and the U.S. in Austria as much as 
it helps Russia. The Potsdam Agreement, 
which provides that German assets in 
Austria be divided among the occupying 
powers, fails to say which factories and 
businesses were German and which were 
Austrian. | 

In Soviet eyes, any property taken over 
by the Nazis while they were in Austria 
is German. 

As the Austrians see it, that definition 
leaves very little for Austria. The Nazis 
took over everything that seemed useful 
to them between 1938 and 1945. 

The U.S. gesture of renouncing all 
claims to a share in German assets in 
Austria has pleased the Austrians but 
thus far has left the Russians unmoved. 

@ Austrian recovery would be impos- 
sible without the oil and the machine in- 
dustries of Eastern Austria, according to 
Austrian officials, including President Karl 
Renner. 

As it is, the country has a narrow eco- 
nomic base on which to build independ- 
ence. Normally, exports of manufactured 
goods and timber, and the income from 
tourists, are relied on to pay for the neces- 
sary imports of food and raw materials. 
The Nazis made the job harder by cutting 
Austria’s agricultural production in half, 
in order to divert energy to war plants. 
Result is that exports of manufactures 
will have to be considerably higher than 
before the war if the country is to pay 
its own way. 





—Press Association 


PRESIDENT KARL RENNER 
He lacks resources for recovery 


At best, even with the industries of 
Eastern Austria intact, recovery and re- 
construction would take time. Industrial 
production now is about one third of the 
prewar rate. A U.S. grant of $150,- 
000,000 and a loan of $50,000,000 aré 
hoped for to buy food and raw materials 
until Austrian industries can get back 
into high gear. If meanwhile Russia re- 
moves or gains control of industry in 


) Eastern Austria, the prospect of American 
~aid-may dim. 


On other issues, the differences divid- 

ing the Allies are smaller. Outline of an 
independent Austria is thus beginning to 
appear. 
@ The future Austria is to look a good 
deal like the country the Nazis annexed 
in 1938. There is substantial agreement 
among the big powers on this, despite 
what some of Austria's neighbors are de- 
manding. 

A divorce from Germany is assured. 
The Allies pledged this when Cordell 
Hull, as U. S. Secretary of State, traveled 
to Moscow for a Big Three conference in 
1943. Idea behind this wartime pro- 
nouncement was to weaken Austrian 
support of Germany's war effort and to 
encourage the rise of a resistance move- 
ment. Postwar interests of the Allies lean 
strongly toward a smaller Germany and 
an Austria free of German control. 

Boundaries of the new Austria are to 
differ little, if at all, from those of 1937. 


‘The countrv’- 32,000 square miles of 


territory—about the size of the state of 
Maine—do not offer much opportunity for 
grabs by the neighbors. Yugoslavia’s de- 
mand for a slice on the South, and 
Czechoslovakia’s hint that she would like 
some minor boundary adjustments in her 
favor, are not looked on favorably by 
Britain, France or the United States. 
Austrian Communists likewise oppose 
any territorial changes. 














Reparations, it was implied at Potsdam 
in 1945, are not to drain Austria of in- 
come or property. Assets identified as 
German may be divided among the Allies, 
but Austrian resources are to stay there. 
A Yugoslav claim for $11,000,000,000 in 
reparations from Germany and Austria 
combined, therefore, has little prospect 
of extracting any great amount from 
Austria. 

Zones that divide Austria into four 
parts for purposes of military occupation 
are to vanish with the peace treaty. Bar- 
riers to movement of people and goods 
inside the country no longer will cripple 
the Austrian economy and hamstring the 
Government. 

Allied troops are due to withdraw from 
Austria 90 days after the treaty becomes 
effective, if the pattern of the treaties 
with Hungary, Romania, Bulgaria and 
Italy is followed. Troop withdrawals 
from these countries are scheduled by 
mid-1947, assuming ratification of the 
treaties this spring. Russia is legally en- 
titled to keep some forces in Hungary 
and Romania, however, to protect her 
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lines of communication to occupation 
troops in Austria. 

Nazi influences are to be rooted out of 
the new Austria. Austria’s neighbors and 
the occupying powers agree on this in 
principle but quarrel about it in practice. 
Moscow, echoed by Marshal Tito in Bel- 
grade, continues to accuse the Western 
Allies and the Austrians themselves of 
harboring Nazis. But the prospect is 
that the denazification provisions of the 
treaty will be agreed to without difficulty 
after the Soviet orators have had their say. 

Displaced persons, now numbering 
about 400,000 in Western Austria, are 
not to be forced to return to Russian 
territory against their will. Probability is, 
nevertheless, that few will remain in 
Austria to consume scarce food. Where 
they will go is a problem the Inter- 
national Refugee Organization of the 
United Nations may have to take on. 

Trade with Austria, whether by way of 
the Danube or otherwise, is to be open 
to all nations without discrimination. This 
is in line with the policies fought over 
for months at Paris, where the treaties 


for some of Austria’s neighbors were 
negotiated, and finally agreed to by 
Russia. 

Civil liberties and a democratic form 
of government are to be cited as basic 
principles for an independent Austria. 

No Hapsburgs are to be permitted to 
come back to Austria with the notion of 
reviving the monarchy that ruled from 
1276 to 1918. There is thus no prospect 
that the Austrian Government will put 
down the welcome mat for Archduke 
Otto, the Hapsburg pretender who hur- 
ried hopefully from New York to Lisbon 
when German defeat looked probable. 

A small army and a token air force are 

all that Austria can count on to defend 
her independence. Atomic research is 
likely to be outlawed completely. 
@ Overshadowing all these provisions 
of a peace treaty for Austria, however, 
is the central question of the size of her 
economy. What the Allies do about that 
now, and what Russia does about it both 
now and in the future, is largely to 
determine Austria’s chances for survival 
as an independent nation. 


BE INDEPENDENT OF RUSSIA? 
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JAPAN FACES ECONOMIC CRASH 
AS DEFICIT SPENDING INCREASES 


Failure of Yoshida Cabinet to take 
effective remedial action is causing 
a mounting monetary inflation 


Reported from 
TOKYO 


Japan’s wobbly economy is be- 
ginning to show unmistakable symptoms 
of runaway inflation. 

Deficit spending by the Yoshida 
Cabinet is increasing at such a rate that 
printing presses soon will be unable 
to keep up with the demand for new 
currency. The Government, unable to 
obtain scarce materials through regular 
channels, now is the largest patron of 
Japan’s flourishing black market. 

U.S. occupation authorities, says 

World Report's staff correspondent 
Joseph Fromm in a dispatch from Tokyo, 
daily are becoming increasingly alarmed 
over the prospects of an economic crash. 
A broad directive, spelling out the steps 
that Japan must take to stabilize her 
economy, is being considered by Gen. of 
the Army Douglas MacArthur. 
@ Japan’s troubles are multiplying be- 
cause of the failure, refusal or inabil- 
ity of the Yoshida Cabinet to correct 
economic ailments that need immediate 
attention. 


» official rébe ob 15 ya 
one U.S. dollar 
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Profiteering. The Government has done 
nothing to combat the flagrant profiteer- 
ing by Japanese contractors who are 
working for the Army of Occupation. 
Pay rollsgre padded and fantastic prices 
are charged for essential materials. Minor 
Japanese officials, in turn, are getting 
generous bribes from the contractors. 
The huge profits of the contractors are 
not being taxed, but nevertheless the 
Government continues to take 35 per 
cent of the average worker's salary. 

Control of prices. The Government has 
made no more than a half-hearted at- 
tempt to control prices. At current levels, 
the average worker needs double the 
amount of his salary to support his 
family. Wages are five or six times higher 
today than they were 18 months ago but 
still are far behind the rise in prices. 
Since December, retail prices have in- 
creased another 27 per cent. This is re- 
sulting in increasing labor unrest. 

The black market. The acute shortage 
of consumer goods, coupled with the 
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Government's failure to control prices, 
has caused most of Japan’s limited supply 
of food, clothing and other essentials to 
go into the black market, where prices 
are several times higher than the.official 
rates. The farmer cannot be expected to 
sell his products at official prices when 
he must go to the black market for ferti- 
lizer, clothing and other commodities. 

Allocation of raw materials. Even 
though Japan is suffering from a serious 
shortage of raw materials, about 50 per 
cent of what she has available goes into 
the black market, which channels a 
substantial amount into unessential pro- 
duction. Instead of commandeering con- 
struction materials for the occupation 
forces at official prices, the Yoshida Gov- 
ernment has encouraged contractors to 
obtain these materials from the black 
market at prices that are from three to 
five times above the official scale. 

Pressure from occupation authorities 

now is forcing the Japanese to set up 
an organization similar to the U.S. War 
Production Board, which will control the 
allocation of 17 groups of basic ma- 
terials. It will require a minimum of three 
months for this new allocation system to 
get under way, however, and it promises 
little help in the current crisis. 
@ Deficit spending is getting out of con- 
trol. In December, the Government 
poured into circulation more than 18,000,- 
000,000 new yen. This is $1,200,000,000 
at the official rate, or $240,000,000 at 
the more realistic black market rate. 
This all-time high in the output of new 
currency is attributed mainly to the 
Japanese practice of distributing year- 
end bonuses. A decline in the issu- 
ance of new currency is hoped for in 
the weeks ahead. 

Nevertheless, about 100,000,000,000 
yen is in circulation, compared to 60,000,- 
000,000 last March and 70,000,000,000 
in November. Some Allied observers fear 
that the money in circulation will be 
pressing the 150,000,000,000-yen mark 
by the end of March if immediate steps 
are not taken to check inflation. Such a 
glut of currency forces prices up for 
scarce goods. . 

“The New Yen Group,” so called be- 
cause it is getting control of much of the 
new money going into circulation, is re- 
sponsible for many of Japan's present 
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JAPANESE DIET DEBATES A BUDGET DILEMMA 


economic troubles. This group is made up 
largely of contractors, farmers, fishermen 
and black market operators. 

Last spring all bank deposits were 
frozen, and withdrawals were limited to 
500 yen a month. Hardest hit were the 
industrialists and military men who, in 
the presurrender period, were principal 
patrons of the black market. Now they 
have been replaced by the “New Yen 
Group,” which has more money now than 
ever before and in some cases is lending 
money at high interest rates to members 
of the classes formerly influential. 

@) Recovery signs are few and far be- 
tween. The Yoshida Cabinet continues to 
stay in office although it lacks popular 
confidence. Many officials are incom- 
petent or disinterested, with the result 
that the Government has undergone a 
general administrative breakdown. Al- 
though the Government is spending 
about twice as much as it collects, off- 
cials minimize the gravity of the situation. 

A good rice crop made it possible for 
the Government to order a 10 per cent 
reduction in the price of rationed rice 
this winter. Up to December it had col- 
lected 60 per cent of the rice harvest, 
compared to 22 per cent at the same 
time the previous year. Still, collections 
have not been sufficient to meet the na- 
tion’s needs and by summer the city 


dweller again will be forced to patronize 
the black market. 

Prices on other food products are 
climbing. Fish, as an example, must 
come from black market dealers be- 
cause the official ration for this Jap- 
anese staple amounts to approximately 
two sardines per person each month. 

Coal output is up and probably will 
continue to increase. During December, 
Japan’s miners produced 2,200,000 tons 
of coal, the best monthly output of the 
year. Still, this is barely enough for 
minimum requirements and, with re- 
serves depleted, it isn’t enough for the 
heavier needs of the winter months. 

Already railroad operations have been 
cut by 12% per cent, and a further cut in 
freight traffic may be needed. The short- 
age of coal also has meant a reduction of 
electric power. All of this is creating a 
vicious circle that affects all industries. 

General MacArthur has granted the 
Japanese permission to import 25,000 tons 
of anthracite coal and 3,000,000 gallons 
of heavy oil monthly. These imports will 
contribute heavily to recovery of the steel 
industry. It is doubtful, however, if the 
first shipments of heavy oil will arrive 
in time to relieve the existing situation 
before inflation gets out of control. 

@ Over-all production is increasing. Pro- 
duction in November was up to 34 per 


cent of prewar, compared to 15.8 per 
cent in January of last year. Not all this 
new production, however, is being used 
to meet consumer- demands or to build 
up the country’s industrial machine. A 
large part of it has been used by the oc- 
cupation forces. They have taken as 
much as 32 per cent of Japan’s monthly 
output of crude steel and 30 per cent 
of her lumber. 

U.S. authorities are cutting down on 
their yse of Japan’s scarce raw ma- 
terials. All luxury projects for occupation 
forces, such as golf courses and club 
houses, have been banned. In the future, 
major projects must be approved by a 
planning board, which will take into 
consideration Japan’s economic problems. 

This concern over occupation costs is 
sharpened by mounting evidence that 
Japan’s rise in production is about to 
stall. One of the main reasons is‘ that 
stockpiles, which kept some companies 
operating last year, now are depleted. 
Another is that many industralists are re- 
luctant to resume production until the 
Allies reach a decision concerning what 
factories are to be used for reparations. 
@ The outlook for Japan is far from 
bright. With production leveling off after 
its brief spurt and inflation mounting 
daily, there is a strong possibility that 
Japan is headed for an economic crash. 
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POLAND LOOKS TO RUSSIA TO GAIN 
INDUSTRIAL POWER IN EUROPE 


Soviet aid counted on to obtain 
permanent possession of German 
areas needed to meet 3-year plan 


Reported from WARSAW 
and WASHINGTON 


Poland expects to strengthen her 
power in Europe with or without the 
friendship of the U.S. and Britain. 

The recent elections, neither free 
nor unfettered, have ended a masquerade 
of democracy in Poland. The country’s 
Communist rulers now look to Russia 
and the coal-starved markets of Europe 
for help to make Poland the industrial 
leader of Central Europe. What remains 
of the non-Communist opposition within 
Poland is shattered. 

Stanislaw Mikolajezyk (pronounced 
me-ko-lie-check), once leader of the Pol- 
ish Government in Exile at London, no 
longer has a voice in the Warsaw regime. 
The few deputies of his Peasant Party 
left in the Polish Parliament must join the 
Communist blo¢ or keep quiet. Police 


under Communist control rule the nation. 
A new phase in Poland’s postwar his- 
tory thus is opened. The “democratic 
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CHALLENGER AND BACKER 


Peasant leader Mikolajczyk looked to U. S. and Britain 
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basis” of government provided for in the 
Yalta Agreement two years ago no longer 
exists. The non-Communist minority, 
which the U. S$. and Great Britain tried 
to safeguard at Yalta, is out. Polish pol- 
icy abroad may be expected to follow 
the lines set by Soviet Foreign Minister 
Vyacheslav Molotov. 
| What lies ahead for Poland is the 
prospect of emerging as the industrial 
leader of Eastern Europe under Russian 
tutelage. Only when this goal is reached, 
say Polish Communists, can Poles hope 
for more freedom and better living. 

Poles must work more than ever be- 
fore to reach this target. The nation now 
is launched on a three-year plan for 
basic industry. Considerable progress 
was made through 1946. 

Coal output exceeded last year’s target 
of 46,000,000 tons by 1,000,C00 tons. 
Other industries failed to reach the pro- 
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duction goals set for them, but are not 
far behind. 

To meet the 1947 quotas beginning the 
three-year plan, Poland is counting on 
keeping the part of Germany that she now 
administers. This area includes nearly 
half the mines and industrial plant of 
Silesia, the rest of which is in Polish 
territory. 

Britain and the U.S. do not contest 
Poland’s right to keep Silesia and most 
of the German area that she claims. It 
is to be compensation for the territories 
ceded to Russia in the East. But the 
British and Americans may demand that 
Poland hand back to Germany the rich 
farmlands between the Upper and Lower 
Neisse rivers. 

Russia must bargain with the U.S. 
and Britain to permit the Poles to keep 
these lands. By the terms of the Yalta 
Agreement, Poland’s Western frontier is 
to be fixed at the peace conference on 
Germany. But Russia already has gone 
far in promising Poland she can keep 
what she now holds. 

Counting on Russia to deliver, the 
Polish Communists made the “recovered 
territories’ of the West a hot issue in the 
elections. Mikolajezyk found his cam- 
paign hampered by the U. S.-British 
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IN THE WINNER’S CORNER 


Premier Osubka-Morawski with Russia’s Molotov 
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POLAND’S ECONOMIC ACE 
Coal production topped its quota 


refusal to promise these territories could 
remain Polish. 

The Communist-controlled “Demo- 
cratic bloc” of four parties won about 85 
per cent of the votes. Much, but not all, 
of this majority was due to police action 
and irregularities at the polls. About 
200,000 Peasant Party followers were 
arrested. Officials at polling places “ran 
out” of Peasant Party ballots. Even so, 
the voluntary vote for the Communists 
and their allies was large. 

One reason for the number of votes 
given to the bloc is that many peasants 
are convinced Russia and the Commu- 
nists alone are defending their claim to 
all the Polish-administered territories of 
Germany. Result is that the deputies 
chosen to represent 5,000,000 Poles set- 
tling in these areas are all members of 
the pro-Communist bloc. 

To keep Polish farmers within the 
Communist fold, Russia is to oppose any 
U.S.-British effort to give any part of 
the Western territories back to Germany. 
The question is expected to arise at the 
meeting of the Council of Foreign Min- 
isters at Moscow in March. 

By that time, Poles will know more 

about the difficulties lying ahead. 
@ Obstacles in Poland’s path to eco- 
nomic power arise mainly from opposi- 
tion at home and abroad to the Commu- 
nist control of Poland. Premier Edward 
Osubka-Morawski is a Socialist, but Com- 
munists dominate his Government. 

Poland’s Cabinet is the largest in 
Europe. But the 21 ministers and 44 vice 
ministers are so divided among the four 
parties of the “Democratic bloc” that the 
Communists control the police, all indus- 
try, all shipping and the distribution of 
food. 


Such power in the hands of a party 
that advocates government ownership of 
industry and is tied closely to Russia 


makes it difficult for the Government to 
find the money for its plans. 

Polish investors, big and little, are re- 
luctant to put money into businesses 
that soon may be taken over by the 
Government. Accordingly, the Govern- 
ment has been forced to back down on 
its law for state ownership of all plants 
employing more than 50 workers per 
shift. 

A new order now allows furniture and 
box factories, brickworks and iron-casting 
plants to employ up to 100 workers per 
shift without going under Government 
control. Stone quarries, gravel and sand 
works under private ownership can em- 
ploy up to 200 workers a shift. 

Despite this change, private capital 
is being dispersed into tiny enterprises 
employing five persons or less on the 
theory that these at least will be safe 
from nationalization. The result is a loss 
to business and industrial efficiency. 

Dollar credits, which Poland hoped 
would be available to her for purchases 
of machinery and food in the next two 
years, may now be slow in coming. 

Both the U.S. and Britain have charged 
Poland with violating the election pro- 
visions of the Yalta and Potsdam agree- 
ments. Polish Communists may find the 
penaities for their rigged elections will 
come high. : 

According to Warsaw's own estimates, 
the purchase of food and capital equip- 
ment abroad in the next three years will 
give Poland an unfavorable trade balance 
of $767,000,000. This deficit was to have 
been paid with a loan from the World 
Bank and other credits abroad. 

The World Bank loan of $600,000,000 
depends on U. S.-British approval which 
now may be withheld. The U. S. controls 
35 per cent and Britain 15 per cent of 
the voting powers in the Bank. 

Gold taken to Britain in wartime by 
the Polish Government in Exile still has 
not been released by the British. Under 
the Anglo-Polish financial agreement ne- 
gotiated last June, Britain was te credit 
the Polish Government with $16,000,000, 
keeping $12,000,000 worth of the gold in 
settlement of war debts. Since then, 
Britain has announced that the gold will 
not be returned until a freely elected 
government is in power in Warsaw. 

In addition, the U.S. may decide to 
hold up relief shipments of industrial 
equipment, agricultural machinery and 
food that are scheduled to go to Poland 
before the United Nations Relief and 
Rehabilitation Administration completes 
its deliveries. Additional aid from the 
U.S. to Poland in 1947 is subject to 
approval by the State Department and by 
Congress. 

Food shortages may become serious 
in Poland this spring after UNRRA ends 
its work. The autumn harvest of 1946 
was expected to make Poland generally 
self-sufficient in food, but recent reports 
from agricultural areas have been less 


optimistic. Crop estimates are being 
scaled down. 

Underground activity, which de- 
creased after the pre-election violence, 
may increase as Poles who followed the 
Peasant Party are forced to conform to 
the Government's will or join the resist- 
ance. Two underground groups have 
been fighting Communists ever since the 
war ended. 

The Warsaw Government charges 
that both these groups are “Fascist.” 
Just before the elections, an attempt was 
made to blame their “terrorist” activities 
on British help. Due to this “terrorism,” 
the Communists said, they were forced 
to maintain the “Security Police,” a semi- 
autonomous force of 118,000, mainly 
Communists, who helped police the 
elections. 

Immediately after the elections, the 
Communists announced that their “Se- 
curity Police” were to be abolished within 
a year. By that time, they said, “terror- 
ism” would be liquidated. Anti-Commu- 
nist Poles charge that Communists plan 
to use this fighting force to strengthen 
their control over Polish labor unions 
as a means of increasing production. 

@ Hope for Poland under her present 
Government is based on planned produc- 
tion by peasants and workers, backed by 
Russia's help in world affairs. 

On the farms, Government plans call 
for the use of 18,500 tractors as com- 
pared to 9,000 now in use. The state has 
undertaken to provide building materials 
for 100,000 new farm buildings per year 
through 1949. By 1948, Poland is sched- 
uled to have enough food for export 
abroad. 

In mines and factories, Poland is 
scheduled to make revolutionary changes 
in equipment and production methods. 
Coal production is to rise from last year’s 
47,000,000 tons to 60,000,000 tons in 
1947 and to 80,000,000 tons in 1949. 
Steel is to go from last year’s 1,240,000 
tons, 10 per cent more than the target 
set, to 2,000,000 tons by 1949. 

Both farm and factory programs call 
for new equipment that must be pur-’ 
chased abroad. Russia may .be able to 
supply some, but not all. 

From Russia, Poland's Communists ex- 

pect diplomatic support for huge repa- 
rations claims against Germany and 
Austria. While these claims may be re- 
jected by the U.S. and Britain, Poland 
looks to their bargaining value to un- 
lock dollar credits and loans to Poland. 
French approval of Poland’s claims on 
Germany may be granted in exchange 
for Russia's approval of French claims 
to the Saar. 
@ The last word on Poland's immediate 
future must come from Poles themselves. 
If they work for their Communist-domi- 
nated Government, its plans may suc- 
ceed. If they resist Government orders, 
even Russia's plans for Poland must be 
revised. 
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MARSHALL TO TIGHTEN U.S. TIES 
WITH LATIN-AMERICAN REPUBLICS 


Secretary of State to push plans 
for military co-operation, better 
cultural and business relations 


Relations between the U.S. and 
Latin America are to take on new life 
and strength under Secretary of State 
George C. Marshall. 

Measures designed to tighten 
U.S. bonds with the other American 
republics are to get high priority from 
the new Secretary of State. He believes 
that solid ties with Latin America will 
bulwark the economic position of the 
United States and strengthen her status 
in world politics. 

Marshall already has begun to study 
the most urgent phases of Latin-American 
relations. He will announce some of his 
decisions soon. 

@ Latin-American policies of the new 
Secretary of State are to shape up about 
like this: : 

Troubles with Argentina will move to- 
ward early settlement. 

Inter-American Conference on mutual 
defense will take place soon at Rio de 
Janeiro. 


Military collaboration with the other 
American republics will be pushed. 

Trade and cultural ties will be 
strengthened. 

Marshall, unlike Secretaries James F. 
Byrnes and Edward: R. Stettinius, has 
taken over his job with a prior under- 
standing of many Latin-American prob- 
lems and a personal interest in relations 
with the other American republics. 

A trip to Brazil, in 1939, whetted 
Marshall’s interest in Latin America. 
Afterward, as Chief of Staff, he made a 
series of decisions that brought the U. S. 
and the other American republics closer 
together. He approved Lend-Lease help. 
He sanctioned the sending of Brazilian 
and Mexican combat units to theaters of 
operations. He favored the training of 
selected officers from Latin America in 
the U.S. And he supported the move 
to standardize Latin-American armies 
and air forces along U. S. lines. 

Now, as a civilian directing foreign 


policy, Marshall is to give good relations 
with Latin America the most attention 
they have had since Secretary Cordell 
Hull and Undersecretary Sumner Welles 
left the State Department. | 

@ Argentine troubles, the sorest spot 
in inter-American relations, are getting 
Marshall's consideration now. 

In theory, these difficulties involve only 
the question of Argentina’s compliance 
with her promises to oust Nazis and to 
neutralize Nazi funds and _ institutions. 
But, in fact, the problem is complicated 
by personality clashes and by dislike in 
the U.S. of President Juan D. Peron’s 
nationalistic policies. 

Perén and Assistant Secretary of State 
Spruille Braden dislike each other cor- 
dially. Ra¢én thinks Braden is a meddler. 
Braden thinks Perén is a Nazi sympa- 
thizer. 

Braden and George S. Messersmith, 
who succeeded him as Ambassador in 
Buenos Aires, disagree strongly. Braden 
believes Argentina's action against Nazis 
has been far short of satisfactory. Messer- 
smith thinks Argentina rapidly is ap- 
proaching reasonable compliance, judged 
by the record of other countries in Latin 
America. 

Braden had. strong support from 
Byrnes. Undersecretary Dean Acheson 
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agrees with him. Messersmith’s view is 
shared by William D. Pawley, an in- 
fluential Democrat who now is Ambas- 
sador to Brazil, and by powerful Repub- 
licans in Congress. They believe friction 
with Argentina has damaged U.S. 
prestige. 

First remedy that Marshall will apply 
in treating the Argentine trouble probably 
will be to get rid of some of the clashing 
personalities. 

Next remedy probably will be to tell 
Argentina specifically what the U.S. 
would consider as reasonable compliance. 
This never has been done. The next 
move then would be up to Perén. The 
chances are that agreement would fol- 
low these exchanges fairly soon. The UV. S. 
then will ask the other American repub- 
lics if they think Argentina’s compliance 
is adequate. Actually, nearly all of them 
want to give Argentina a clean slate now. 
€ The Rio Conference will be the first 
full-dress meeting of representatives of 
the American republics in two years. 
Originally scheduled for the autumn of 
1945, it has been held up by Argentine- 
U.S. difficulties. 

Main job of the Conference will be to 
draft a treaty under which the American 
republics will agree to take joint action 
against aggression within the Western 
Hemisphere. Under the United Nations 
Charter, such a regional organization can 
take action of this kind until the Security 
Council assumes responsibility. 

The secondary job of the Conference 
will be to set up a military council that 
will draft plans for joint action against 
aggressors. This organization is to replace 
the Inter-American Defense Board. 

Latin-American nations, almost with- 
out exception, want to have the Confer- 
ence held as soon as possible. They have 
been chafing under the delay. The most 
eager advocates are some of Argentina's 
neighbors. They believe that, if Argentina 
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has aggressive intentions, the treaty will 
be good insurance. 

@ Military standardization in the West- 
ern Hemisphere is to have Marshall's 
backing. He believes that standardization 
along U.S. lines is the best way to keep 
out such non-American influences as were 
strong among Latin-American forces be- 
fore the war. 

Furnishing arms for standardization 
purposes is a ticklish problem. A plan to 
accomplish this was set out in the inter- 
American military co-operation bill, which 
passed the Senate last summer. Under 
this plan, limited amounts of U. S. equip- 
ment would ‘be exchanged for European 
materiel now in use in Latin America. 

Difficulty is that arms limitation is a 
live subject before the U.N. Security 
Council. The U.S. would draw criticism 


from Russia if the bill were passed at 


this time. But unless the U.S. acts, 
European manufacturers are likely to in- 
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crease their deliveries of arms to Latin 
America. There is a chance, too, that 
Russia will sell military equipment and 
send training missions to Latin America. 

Marshall, thus, is likely to urge passage 

of the bill without delay. 
@ To combat communism, which is 
gaining strength in Latin America, 
Marshall is to favor the continued promo- 
tion of business and cultural relations. 

U.S. capital is to be encouraged to 
aid in developing Latin-American re- 
sources and industries. Trade is to be 
stimulated. 

Exchange scholarships and other proj- 
ects to bring Latin America and the U. S. 
closer together on a cultural basis are to 
get Marshall’s support. 

Marshall will reveal some of his policies 
in the near future, others later. All will 
be intended to bring the U.S. and Latin 
America closer together than they have 
bé@en at any time since the end of the war. 
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GOVERNMENT MOVES TO CONTROL 
ALL LAND IN UNITED KINGDOM 


Owners can be forced to sell their 
real estate on the state’s terms. 
under bill now before Parliament 


Reported from 
LONDON 


Government control over all Great 
Britain's real estate is in prospect for 
British landowners. 

The plans of the Labor Govern- 
ment to regulate the use of land stop 
short of outright nationalization. But 
property owners are to lose the traditional 
rights of ownership. The Government will 
tell them how their property must be 
used. Profits from improvements or 
changes in real estate are to go to the 
Government, not the owners. 

The purpose of the town and country 
planning bill is to enable the Government 
to plan the use of all land for national 
purposes. The method is to remove all 
speculative increases in private land 
values and to freeze the value of all land 
at a level based on its present use. 

No measure for outright Government 
ownership of industry so far proposed by 
the Labor Party is more far reaching than 
the new land bill. It affects everyone who 
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owns or uses land in Britain. Although it 
is arousing a storm ef controversy, its 
early passage by Parliament is expected. 
World Report's staff correspondent, E. J. 
Drechsel, cables from London: “The main 
criticism is that too much is left to be 
worked out by the Government after the 
plan goes into effect.” Here is what the 
bill provides: 

@ The use of land and real property, 
the right to improve or change it in any 
way, is to be controlled by the Govern- 
ment. The interests of the owner in his 
property will be subordinate to the 
interests of the Government. 

Private citizens may continue to use 
their property and profit from it—unless 
the Government wants to take it away 
from them. In that case, the Government 
pays the owner for the property. But 
the price is fixed by the Government. 

No change in the existing use of prop- 
erty may be made by an owner without 
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AN OPPOSITION VIEWPOINT 


Government permission. If the Govern- 
ment allows an owner to change the use 
of his land—for example, to convert a 
residence into a boarding house—and the 
value of the property goes up, the Gov- 
ernment takes the profit, in whole or in 
part. 

In practice, the owner and the Govern- 
ment will get together before any alter- 
ations are begun and figure out how much 
the improvements will raise the value of 
the property. Then the owner will pay 
the Government in advance or in install- 
ments a so-called development charge to 
cover the anticipated increase in the 
property's worth. This charge probably 
will amount to 75 per cent of the expected 
increase. But the Government may vary 
its share of the profit in order to check 
or stimulate improvements. 

If the Government refuses to allow an 
owner to alter his property and the value 
of the property thus is reduced, the 
owner has no right to any compensation. 
But if he can prove that the refusal has 
injured him, he can sell his property to 
the Government at the Government's 
price. 

A change in the condition or use of 
real estate may be forced on the owner 
by the Government. For example, a 
farmer may be forced to demolish a barn. 
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If such a compulsory change lowers the 
value of the property, the owner has a 
right to compensation. The amount of 
the compensation is determined by the 
Government. 

@ Ownership of land and buildings by 
private citizens will continue. But the 
Government at any time may force an 
owner to sell his land on Government 
terms. Real estate still may be bought 
and sold for profit—subject to the same 
restrictions governing its use. No prop- 
erty may be sold for new use without 
Government permission. Profits on sales 
involving new use go to the Government. 
If the Government refuses to permit a 
sale and the value of the property in 
question is lowered as a_ result, the 
owners only recourse is to sell his land 
to the Government. 

Thus, on the day the bill goes into 
effect, all private property owners will 
lose any potential increase in value their 
holdings may have. The Government 
holds that this loss does not give the 
owners any right to compensation. 

But to offset hardship that may result 

from this freezing of values, a $1,200,- 
000,000 fund is to be set up. The Govern- 
ment will divide this amount among all 
the property holders in Great Britain who 
claim that the enactment of the bill has 
caused them a loss. 
@ Compensation will be made in Gov- 
ernment securities and will be based on 
prices current immediately before the 
publication of the bill. It will amount to 
whatever the Government thinks is a 
fair estimate of the potential increase in 
value after improvements. A cash pay- 
ment will be made in addition to the 
compensation in securities to owners of 
property the value of which has been 
reduced as a result of war damages. 

Exceptions will be made to restrictions 
on improving land in the case of farmers 
who wish to enlarge or improve their 
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agricultural facilities and owners who 
wish to rebuild buildings without increas- 
ing the cubic content by more than 10 
per cent. Land held by the Crown, 
churches, schools, hospitals and other 
charities, and the holdings of the National 
Coal Board, are not affected by the bill. 
@ Government planning of the use of 
all land in Britain is the real aim of the 
town and country planning bill and the 
reason behind the fundamental change 
in the centuries-old Anglo-Saxon system 
of land tenure. 

The Government maintains that the 
biggest obstacle to effective planning to 
date has been the problem of speculative 
increases in land values. Local authorities 
have been unable to pay the price re- 
quired to get the land they want, and 
there has been no way of determining 
what a fair price on a given property is. 
Now the problem is solved arbitrarily. 
The $1,200,000,000 fund in the new bill 
limits the potential increase value of all 
the land in Britain. The Government 
merely divides it up equitably after re- 
viewing all claims. 

Within three years plans will be made 
for the use of every acre of land in Britain. 
Every five years thereafter the situation 
will be reviewed. In line with recently 
proposed controls over agricultural lands, 
any steps may be taken that improve the 
use of the land from the point of view of 
the community. Plans will call for the 
reconstruction of blitzed areas, the build- 
ing of new towns, roads, railroads and 
public works. Slum clearance, changing 
residential districts into commercial dis- 
tricts, the relocation of industries and the 
conversion of uneconomic farm land into 
small towns will be carried out. Old build- 
ings will be modernized or reconstructed, 
playgrounds will be built and _ parks 
cleared. 

Drawing up plans is to be the job of 
county authorities. Two or more such 
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authorities may join forces and form a 
joint board to plan broadly for an entire 
region. This is a step toward centralized 
planning. In the past, planning has been 
the responsibility of smaller urban and 
rural localities. These local authorities 
still are to be consulted by the county 
officials in planning. 

Approval of plans will be the job of 
the Ministry of Town and Country Plan- 
ning. The present Minister and author 
of the bill is Lewis Silkin. Public hear- 
ings will be held in each locality con- 
cerned before the Minister grants his 
approval of plans. The Minister holds 
final responsibility and complete author- 
ity over all local and regional planning. 

Carrying out the plans again will be 
the task of local authorities. But grants 
will be made from the national Ex- 
chequer to aid them in their task. It is 
estimated that the total cost of buving 
and clearing war-damaged areas alone 
in the next 25 years will be $2,500,000,- 
000. The cost of carrying out plans in 
other areas is expected to amount to 
$60,000,000 a year during the first five 
years and to increase after that. 

The buying and developing of - real 

estate may be done either by local au- 
thorities or under their direction by 
private enterprise. 
@ Objections to the bill come from many 
of Britain’s 4,000,000 home owners and 
from the Conservative Opposition. Most 
Englishmen, including Conservatives, 
approve of the planning objectives of 
the bill but object to the drastic means. 
The most controversial issue is the arbi- 
trary system for compensation. 

But many Laborites and others inter- 
ested in planning do not think the bill 
goes far enough. They regard it as a 
temporary measure, cumbersome to op- 
erate, which in the end must be replaced 
with outright nationalization, not of land 
values alone but of land ‘itself. 
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TOWNS OF THE FUTURE AS PLANNED BY SOCIALIST BRITAIN 


FEBRUARY 4, 1947 « 19 














ne aR ll 
Reg. Appa. for U. 8S. Pat. Of. 


FRENCH COMMUNISTS FUMBLE 
OPPORTUNITY FOR LEADERSHIP 


Despite plurality in Assembly, party 
suffers setback that may block its | 
hopes of power for years to come Communist 
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The Communists, largest political 
party in France, have suffered a major 
setback in their latest bid for power. 
There now is little chance that they can 
obtain control of the Government in the 
immediate future. 

If the trend of recent weeks con- 
tinues, the Communists may even be 
stripped of the gains they hoped would 
make them the rulers of France three to 
five years hence. 

What is happening is that the “old 
guard,” which the Communists thought 
was dying out, is keeping the leadership 
of France froin the extreme left wing. 
@ What might happen still worries 
Frenchmen enough to prevent the com- 
plete co-operation that party leaders ad- 
mit is necessary if the nation is to recover 
its influence in Europe. 

For a year the French have been in- 
volved in a series of electoral campaigns 
made necessary. by the creation of a new 
republic. During that time political prop- 
aganda has been intense. 

Communists fear that the reaction- 
aries are preparing to take power, with 
the help of the moderates and the Army. 
Communists say Gen. Charles de Gaulle 
would like to be a dictator in order to 
join Britain and the U.S. against Russia. 
A vote for the Communists, they say, is a 
vote for peace. 

Anti-Communists fear that the Com- 

munists are becoming strong enough to 
seize control, through the workers. Ac- 
cording to their enemies, the Communists 
dominate the labor unions and could 
paralyze France with a general strike 
while the members of their party, 1,000,- 
000 strong, seize the Government. This 
they will do, say anti-Communists, when 
Moscow gives the order. 
@ Reality is that, with the elections 
over, neither the Communists nor the 
anti-Communists are strong enough to 
govern France alone nor to hold power 
if they seized it. 
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Barring the fall of two Cabinets in 
rapid succession, which could lead to 
extraordinary elections, France is to have 
no more elections for three years. No 
party wants to take the responsibility of 
overthrowing Cabinets. 

Anti-Communists who refuse to co- 
operate with the extreme left are the 
weakest of all parties in the Assembly. 
De Gaulle not only has shown no signs 
of preparing a revolution, but is in fact 
friendly with Léon Blum, leader of the 
Socialist Party. 

Communists, though stronger in France 
than ever before, are up against deter- 
mined opposition from liberals who are 
willing to co-operate with them, but will 
not be led by them. 

@ Communist errors, utilized by their 
weaker allies and enemies, are tipping 
the scales against them at the very mo 
ment when they have reached the height 
of their parliamentary power in France. 

Error No. 1 was the Communist effort 
to grab political prizes which simple 
arithmetic should have shown them were 
out of their reach. 

Popular votes have given the Com- 
munist Party a plurality in the National 
Assembly. The Assembly holds most of 
the power under the new Constitution. 
But, as the accompanying chart shows, 
neither the Communists alone nor the 
Communists and Socialists together hold 
a majority in the Assembly. 

On the eve of a meeting of the Social- 
ist Party's leaders to decide whether they 
would join the Communists in a leftist 
coalition, the Communists put up a can- 
didate against a Socialist, Vincent Auriol, 
for President of the Assembly. 

Auriol, a veteran of prewar Cabinets, 
won easily, drawing many anti-Commu- 
nist votes from the center and right. Next 
day the Communists put up their leader, 
Maurice Thorez, for Premier. Despite 
solid support from the Socialists, Thorez 
lacked 51 votes of a majority. 
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These tests showed that the Socialists 
without the Communists could get a 
majority in the Assembly, but that, when 
they accepted Communist leadership, the 
Assembly majority was against them. 

Error No. 2 was the Communist fail- 
ure to profit by this lesson and to accept 
a temporary Cabinet in which they could 
co-operate with the moderate Popular 
Republicans and the Socialists unti] the 
election of a President of the Republic a 
few weeks later. 

Deadlock on an interim Cabinet forced 
Blum to take power with an all-Socialist 


a 


Government. Energetic action by the 
74-year-old former Premier, back in his 
old job, caught the Communists napping. 

Result of Communist errors and 
Blum’s energy is an alliance with Britain, 
now in preparation, and a program to save 
the franc by reducing prices. 

In London, Blum laid the groundwork 
for a tie with Britain similar to the French 
treaty with Russia. He also got the prom- 
ise of Anglo-French economic co-opera- 
tion, together with a British pledge to 
give France more coal from the Ruhr in 
the near future. 


THE NEW FRANCE 
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Breakdown of powerful Assembly shows 


Communists strong, moderates with bal- 
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In France, Blum supported his appeal 
for a 5 per cent cut in prices with a drive 
on the black market, by special police 
previously under the orders of a Com- 
munist Minister of Economy. Communists 
were embarrassed as Blum’s plan met 
initial suecesses. 

Popular support gathered behind 
Blum’s appeal to cut prices as a patriotic 
duty. Confidence in the franc increased. 
The nationalized Bank of France, which 
previously had been issuing new money 
at a rate sometimes reaching 1,000,000,- 
000 francs a day, reduced the currency 
in circulation by 1,740,000,000 francs in 
a single week. In the same period, bank 
advances to the state dropped from 72,- 
000,000,000 francs to 63,000,000,000. 

@ Danger to Communists in the success 
their Socialist allies have enjoyed now is 
becoming clearer. 

Workingmen, who last summer began 
to rebel against Communist leadership of 
trade unions with a series of strikes, are 
the first to benefit from price reductions 
effected by the Blum Government. 

To be expected, as a result, is a trend 
toward Socialist leaders in the big Gen- 
eral Confederation of Labor, now con- 
trolled mainly by Communists. Socialist 
strength already is showing in the indus- 
trial North, where metalworkers in Lille 
have elected Socialists to replace Com- 
munist officials in their union. 

Communist-Socialist partnership within 
the Confederation is symbolized by Léon 
Jouhaux, Socialist, and Benoit Frachon, 
Communist, who have equal standing as 
top officials. Communist leadership of 
unions belonging to the Confederation 
has led Jouhaux to concentrate on labor 
conferences abroad, while Frachen stayed 
home as real boss. If the balance of power 
shifts to the Socialists, Frachon_ may do 
the traveling. 

Politicians now are less wary of en- 
tering Cabinets in which Communists are 
represented as long as the leadership is 
Socialist. Paul Ramadier, Socialist Pre- 
mier of the coalition Cabinet following 
Blum's Government, thus was able to get 
Independent Republicans, deep in the 
anti-Communist right, and the Commu- 
nists, to serve in the Cabinet, with Thorez 
as Vice-Premier. 

The Socialists, from whom Communists 
have been taking votes since the war 
ended, have acquired new prestige. Aur- 
iol is President of France. Blum remains 
the elder statesman of the left, who will 
be ready to form a new cabinet should 
coalitions fail. Edouard Herriot, leader of 
the Left Republicans and a veteran of 
the prewar “old guard,” is the new Presi- 
Jent of the Assembly. 

Outlook for the Communists is none 
too bright. But the party is accustomed 
to reverses and is prepared for a long 
struggle to hold its own. Probability is 
that Communists will emphasize efforts 
to increase production and to fight infla- 
tion in order to recover their lost prestige. 
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SHORTAGES FOSTER 
BOOM IN WHALING 


Killer fleets of six nations expected 
to double last year’s catch. Scarcity 
of meat adds to urgency of hunt 


Reported from LONDON 
and NEW YORK 


The biggest whaling season since 
before the war now is under way. The 
whaling industry has become important 
business for more countries than ever be- 
fore. 

Fleets representing six nations 
are operating in the Antarctic this sea- 
son, some of them for the first time. Pros- 
pects are that the catch will be much 
bigger than last year’s, but still insuf- 
ficient to erase the shortage of whale oil. 

Postwar whaling has developed so 
rapidly that there is talk of fixing national 
quotas, in addition to the present over-all 
quota, to limit the number of animals 
each country may kill. No action will be 
taken this year, however, and whaling 
nations are anxious to get into full opera- 
tion before that time comes. 

@ Behind the boom in whaling are fac- 
tors that make the industry attractive to 
countries that ignored it in the past. 


A HUNDRED BARRELS OF OIL 


Whale oil is scarce and commands a 
price about 50 per cent higher than be- 
fore the war. Whaling nations are as- 
sured of a ready, profitable market. 

Food shortages are another factor. 

Whale meat has been added to some 
British diets. Japan needs whale meat 
to supplement her meager rations. A 
good year for whalers can help reduce 
the world-wide scarcity of edible fats 
and oils. ; 
@ This season’s catch is limited by an 
International Whaling Agreement to 
16,000 whales and 1,600,000 barrels of 
oil. These totals are below the prewar 
average, but the oil allowance is almost 
double the amount yielded last year. 

The Norwegians, who have seven 
floating factories and 63 whale-killing 
boats in operation, are having a success- 
ful season. During one week in January 
they collected 104,993 barrels of oil, 
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Good things in big packages in an era of fat shortage 
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bringing to 247,360 barrels their total 
for the season, which is just getting 
started. This is far better than the amount 
attained a year ago when the Norwegians 
were hampered by bad weather and poor 
equipment. 

The Japanese, whaling by permission 
of General of the Army Douglas Mac- 
Arthur over the protests of several na- 
tions, had killed 458 whales up to Jan- 
uary 16. This is below expectations, but 
the Japanese fleet is poorly equipped. 
All of her six whaling factories were 
destroyed during the war and two con- 
verted tankers now are being used to 
process the whales. 

The Japanese fleet expects to return 
with 15,000 tons of oil, which will be 
sold through the International Food 
Council. Profits will be applied toward 
the occupation bill. In addition, their goal 
is 13,000 tons of whale meat, which will 
be distributed to lighten America’s bur- 
den of helping to feed the occupied 
country. 

The British have sent out a fleet of 
four floating factories and 48 catcher 
boats. Whale oil is the principal compo- 
nent of British margarine and also is 
important in the manufacture of soap. 

Frozen and dehydrated whale meat 
already is arriving in the United King- 
dom, and more than 1,500 tons have been 
sent to the British zone of Germany. 
All sausages made in the British zone 
must contain at least 10 per cent whale 
meat. 

The Dutch, with an acute shortage of 
fats and oils, are engaged in whaling for 
the first time since 1870. They are using 
a floating factory obtained from the Ger- 
means as war reparations. 

The Russians are not publicizing the 
progress of their first whaling fleet. Their 
lone factory ship was taken from the 
Germans and Norway has lent them 40 
technicians who will help train Russian 
whaling crews. 

Australia hopes to enter the whaling 
industry next season. She is demanding 
some of Japan’s fleet as reparations. Her 
neighbor, New Zealand, also would like 
some of Japan’s whaling ships. 

The United States has not yet decided 

whether to re-enter the industry. Her 
major interest is in sperm oil, a heavy 
lubricant used in precision instruments 
and to break in new motors. 
@ High prices for whale products are 
almost certain for this year and next. 
This may draw additional nations into 
the industry or cause further expansion of 
fleets already in the field. Since whaling 
stocks are declining, there is little chance 
of the industry permitting the resumption 
of slaughter on a prewar scale. The fixing 
of national quotas by an international 
agreement, therefore, is the most likely 
solution. Established whaling nations, by 
their rush to resume operations this year, 
have strengthened their future claims to 
good-sized quotas. 
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U.S. TO INCREASE AID TO ITALY 
TO AVERT THREAT OF CRACK-UP 


Larger shipments of coal and grain 
together with new loans designed 


to lessen pressure on Government 


meee from ROME . 
and WASHINGTON 


Food and financial help from the 
U.S. are to be used to bolster up Italy. 

Shipments of coal and grain are 
to be increased. Chances are good that 
Italy can avoid any further reduction in 
bread rations during the winter. Coal is 
reaching the country in sufficient volume 
to keep essential industries going. 

The increased assistance from the 
U.S. may not solve Italy’s immediate 
political difficulties. It is counted on, 
however, to head off the threat of a com- 
plete breakdown of the Government and 
to halt the spread of food riots and other 
violence. 

The political effect has been to 
strengthen the position of Alcide de Gas- 
peri, who, as the Italian Premier, ob- 
tained the increased aid during a recent 
visit to the U.S. De Gasperi has felt 
sufficiently strong to provoke a Cabinet 
crisis, with the conviction that it would 
work out in his favor. 

@ Immediate aid is taking these forms: 

Food. Six ships carrying U. S. wheat to 
Germany were diverted in midocean to 
Italy, where the need was more urgent. 
This has made it possible to maintain 
the Italian bread ration in January. 

Allocations of ~vheat to Italy from the 
United Nations Relief and Rehabilitation 
Administration have been stepped up to 
200,000 tons a month. The U. S. Govern- 
ment is trying to expedite shipping so 
that somewhere near this amount ac- 
tually will be delivered. Italy received 
only 150,000 tons of wheat from the U. S. 
in the entire last quarter of 1946 because 
of the lack of shipping. 

It still remains to be seen whether 
UNRRA actually can get enough shipping 
to deliver the increased allocations. De- 
liveries in January have been about 140,- 
000 tons, 30 per cent short of the goal. 
UNRRA hopes to do better in February 
and subsequent months. 

Increased food shipments to Italy are 
expected to lessen the wave of food riots 


and political unrest that shook the nation 
at the turn of the year. 

Coal. The U.S. has assured Italy that 
coal shipments, which have been erratic 
and behind schedule in recent months, are 
to be maintained and possibly increased. 
Shipments in January have fallen consid- 
erably short of the 500,000-ton allocation. 
More shipping is expected to be available 
in February for sending coal to Italy. If 
the monthly allocation of 500,000 tons 
can be met in the next few months, Italy 
will have enough coal to keep her econ- 
omy going but none to spare. 

Cash. The U.S. Treasury has paid 
Italy another $50,000,000 for goods and 
services furnished to U.S. forces in that 
country during the war. It is the second 
such payment the U. S. has made to Italy. 

The cash payment will help Italy to 
buy necessities that cannot be obtained 
through UNRRA and cannot be pur- 
chased with her loan from the U.S. Ex- 
port-Import Bank. One immediate need 
is for dollars to make the 25 per cent 
down payment on 50 more Liberty ships 
that Italy is to buy from the U. S. 

@ For the future, Italy gets these prom- 
ises of further help: 

Credits. The U. S. Export-Import Bank 
has earmarked $100,000,000 for credits 
to Italy. This does not mean that Italy 
has the money or can get it soon. The 
Bank simply says it is “willing to consider” 
such a loan under certain conditions that 
give reasonable certainty of repayment. 

The money would have to be used 
only to finance certain industries produc- 
ing for export. Even then, the release of 
such funds will “depend in each instance 
upon conditions in Italy of stability” and 
on her ability to obtain the imports es- 
sential to her economy. 

Thus, the Bank has built such a fence 
around the proposed loan that Italy will 
be lucky if she actually is able to obtain 
any substantial portion of the money soon 
for current needs, 





ALCIDE DE GASPERI 
More bread, coal and ships 


Ships. The U. S. promises to give “fav- 
orable consideration” to Italy’s application 
to buy 50 more Liberty ships. Shipping 
services cost Italy $250,000,000 a year. 
Italy hopes to whittle this down by 
operating her own ships and use the 
dollars thus saved to buy more imports. 

The U.S. assigns to Italy two transport 
vessels for repatriation of war prisoners 
and to carry emigrants. The transports 
will help Italy to relieve some of her 
population pressure by making it easier 
and cheaper for Italians to emigrate. 

Relief shipments from the U. S. to Italy 
are to continue when UNRRA ends on 
June 30. The amount will depend on 
how much the United States Congress 
appropriates. 

Thawing of Italian assets still frozen 
in the U. S. is to be discussed by the two 
countries soon. Freeing of these assets 
would give Italy access to around $130,- 
000,000 that was blocked by the U.S. 
Treasury when the war began. 

U.S. waives claim of $200,000,000 
for food and relief sent to Italy before 
UNRRA came into operation. 

The question of U.S. assistance for 
Italy is to come up again. Most of the 
answer is to be furnished by the U.S. 
Congress, which must pass on the money. 
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ps and Downs of British Coal 


ritish industry, already on short rations of coal, 
ih the winter with still lower fuel allotments. 
~w cuts, ranging up to 50 per cent, will mean 
a of at least 400,000 tons of steel production. 
1 turn will cut automobile production by 
000 units and exports by $80,000,000. Never be- 
has coal been of more critical importance to 
ain’s economy. 
he Worldgraph picks up the story of British 
just before the all-time peak production in 
. For more than a century the coal supply had 
1 increasing without interruption. That had 





been the era of industrialization and the period of 
Britain's rise to world leadership. 

Since 1913, as the Worldgraph shows, the trend 
has been downward. No peak year—1923, 1929, 
1937—quite reached the volume of the one before. 
Yet a sharp and continued rise from the 1946 level 
is the key to Britain’s postwar recovery. New 
hazards complicate the task of regaining lost 
ground under a program of nationalization. A na- 
tion-wide shortage of man power is particularly 
acute in the mines. Many of the best mines are de- 
pleted. Much of the mining machinery is obsolete. 
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(The Soviet bid for bases has 
focused the international spotlight on 
the Arctic archipelago of Spitsbergen, 
which lies midway between the 
northern tip of Scandinavia and the 
North Pole. The unusual political 
history of the islands and their pos- 
sible strategic value in a transpolar 
conflict have become topics of high 
interest. 

(To bring the numerous facts in- 
volved into perspective, WORLD 
REPORT herewith presents an ex- 
amination of the Spitsbergen ques- 
tion and its significance.) 


$ bs status of Spitsbergen has been 
brewing international trouble peri- 
odically for more than three centuries. 

It took the leading powers until 1920 
to get around to an agreement recogniz- 
ing Norway’s sovereignty over the bleak 
group of islands deep within the Arctic 
Circle. 

And now Soviet Russia is seeking, in 
effect, modification of the 1920 agree- 
ment to give her a joint role with Nor- 
way in determining what defensive pre- 
cautions should be taken for the archi- 
pelago. 

If the Soviet move stirs up sharp dif- 
ferences of opinion in world capitals, 
as already it promises to do, it will be in 
line with the Spitsbergen tradition. The 
status of the islands has provoked nu- 
merous diplomatic tempests in the past, 
although none has ever threatened to 
become explosive in character. 

At various times, the Dutch, British, 
Norwegians, Swedes, Danes, Russians 
and Americans have laid claim to the 
islands. 

The original motivation for territo- 
rial claims has disappeared. The waters 
surrounding the archipelago once 
abounded in whales but the whalers of 
many nations, by ruthless operations, 
have. all but wiped them out. The 
walrus, seal and arctic fox, which made 
the islands a rich hunting ground for 
fur traders, also have become virtually 
extinct after decades of indiscriminate 
slaughter. 

The only remaining resources of 
any importance are the extensive coal 
deposits, which have been exploited 
variously by Norwegian, British, Dutch, 
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SPITSBERGEN’S PLACE 
IN ARCTIC STRATEGY 


U.S., Swedish and Russian interests in 
the first four decades of this century. 
But World War II altered the picture. 
It brought the development of very 
long-range aircraft and fathered the con- 
cept of transpolar routes for future oper- 
ations, in peace or in war. The introduc- 
tion of guided missiles, despite their 
present limited range, increased the 
concern of the major nations of the 


Northern Hemisphere over the future ‘ 


security of their northern frontiers. 

The economic significance of Spits- 
bergen, as a result, may seem to have 
become secondary to its military impor- 
tance as a detfensive-offensive base, 
should the United Nations prove unable 
to preserve the peace. . 


POLAR OUTPOST 


Any discussion of Spitsbergen’s future 
role is bound to recall by contrast the 
days of the Vikings, whose long boats 
first touched at the archipelago about 
1194. 

Actual discovery of the islands is 
credited to two Dutch explorers, Wil- 
lem Barents and Jacob Heemskerk, 
who charted part of the archipelago in 
1596 and gave it the name of Spits- 
bergen, or “Peaked Mountains,” because 
of its rugged terrain. 

Subsequent explorers, including Hen- 
ry Hudson, investigated other islands in 
the group and the area became an im- 
portant hunting ground for fur traders. 
There is evidence that well before 1740 
the Russians, among others, ranged the 
archipelago in search of reindeer, seal, 
polar bear and fox. 

In the beginning, Spitsbergen was 
generally believed to be an appendage 
of Greenland. When the Dutch laid 
claim to it in 1615, they described it as 
“this part of Greenland,” and for a 
long time the Russians referred to the 
region as “Griimant,” a corruption of 
their word for Greenland. 

This misconception is not without its 
ironic note today, when Moscow ex- 
presses concern over U.S. bases in 
Greenland and the U.S. manifests no 
detectable enthusiasm over the idea of 
Soviet bases in the erroneous “Green- 
land” where bygone Russians hunted. 

The correct identity of Spitsbergen 


was not established for many years after 
Barents touched there. It was a gradual 
process, but helped by the fact that, 
starting in 1773, the islands began to 
attract Arctic expeditions and geo- 
graphical survey parties. 

Spitsbergen eventually became known 
for what it was—an independent group 
of mountainous islands north of Norway 
and less than 650 miles from the North 
Pole. The land area of the group was 
found to be about 24,300 square miles 
—an area roughly comparable to that 
of the island of Ceylon in the Indian 
Ocean or of the U.S. State of West 
Virginia. 

The archipelago is composed of two 
large islands and numerous smaller ones. 
West Spitsbergen, with an area of 
15,200 square miles, is the largest. Sec- 
ond in size is Northeast Land, with 
6,000 square miles. All the islands are 
mountainous and sharp peaks rise as 
high as 5,445 feet. 

Glaciers and ice packs cover much 
of the terrain, but the climate is less 
severe than in corresponding latitudes 
of Greenland, to the west. Temperatures 
vary from zero to eight above in 
January and February, and from 38 
to 40 degrees in midsummer. The com- 
parative mildness of the climate is 
due to the fact that a branch of the 
Gulf Stream reaches the western shores 
of the group, exerting a moderating 
influence. 

Nevertheless, shipping to the islands 
is handicapped during most of the year. 
The nearby seas are shallow and ice 
packs build up quickly along the shores, 
preventing access except in summer to 
the number of safe harbors. 

Along the west coast of West Spits- 
bergen, however, conditions are better 
due to the Gulf Stream, and ships can 
approach the shore during most of the 

ear, 

Economically, the importance of the 
archipelago rests on coal. There are ex- 
tensive deposits of low-grade iron ore, 
and evidence of oil has been found, but 
these other natural resources have not 
been tapped to any extent. 

The presence of coal was known as 
early as the 17th century, but no effort 
was made to exploit the deposits com- 
mercially until the early 1900s. Progress 
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Popular concept of polar war exaggerates 
military importance of mountainous islands 


was slow until 1914 when World War 
I spurred the output. 

Coal exports in 1938 amounted to 
691,000 tons, most of which went to 
Norway and to Russia for the use of the 
Soviet Arctic Fleet. 


SOVEREIGNTY 


Spitsbergen’s long existence as a no- 
man’s land, claimed by many but be- 
longing legally to no one, ended on 
Aug. 14, 1925, when Norway took 
formal possession and proclaimed the 
territory a part of the Kingdom. 

This climaxed 15 years of diplomatic 
effort on Norway's part to obtain rec- 
ognition of her sovereignty over the 
islands. Conferences had been held on 
the subject in 1910, 1912 and 1914 
without result. 

Not until 1919 was Norway able to 
persuade the Allied Supreme Council to 
confirm its claim. 

The action of the Council was vali- 
dated on Feb. 9, 1920, in a treaty 
signed by 32 of the leading nations. 
Russia did not join in the treaty-making 
and was not one of the signatories. 

Known as the Svalbard Treaty (Sval- 
bard being the Norwegian name for 
Spitsbergen), this 1920 pact contained 
the important proviso that the islands 
were not to be used “for any warlike 
purposes.” Military installdtions were 
prohibited. 

Despite the consent of most leading 
nations, Norway made haste slowly in 
formally asserting sovereignty. Although 
Russia’s power was at a discount in 
those days, Norway first wanted to make 
sure that the Svalbard Treaty was ac- 
ceptable to the Soviet Union. 

Discussions with Moscow finally pro- 
duced the Soviet note of Feb. 16, 1924, 
in which Russia formally acknowledged 
Norway's sovereignty over Spitsbergen. 
Not until this note was fortheoming did 
the Norwegian Government submit the 
Treaty to the Storting (Parliament) for 
ratification. The approval of the Storting 
paved the way for the formal declara- 
tion of sovereignty the following year. 
Moscow wrote the next chapter in 1935 
when it signified it would adhere to the 
Treaty without reservation. 

Strategically, Spitsbergen assumed no 


special importance in World War II. 
The islands were too distant and too 
deficient in naval and air facilities to 
contribute to the defense of the convoy 
routes to Russia's northern ports. 

The Soviet Union now asserts that, if 
the islands had had the proper military 
installations, they might have played an 
important role. It may have been this 
belief that prompted Russia to’ suggest 
to Norway in the autumn of 1944 and 
again in the spring of 1945 that a revi- 
sion of the Svalbard Treaty was desira- 
ble since the Soviet Union had “special 
interests in the archipelago.” 

The revision Moscow had in mind 
was modification of Article 9 which 
prohibited military bases in the islands. 

With the war still on, Norway ex- 
pressed willingness to discuss arrange- 
ments for joint defense of the islands 
in the emergency, but stipulated that 
the Norwegian Parliament, as well as 
the Allied signatories, would have to 
consent to any modification found neces- 
sary in the Svalbard Treaty. 

Nothing further developed until re- 
cent months when the Russians renewed 
their insistence on a hand in Spits- 
bergen’s defenses. As is known, the 
Soviets now are arguing the Treaty must 
be considered invalid since its signa- 
tories included wers which later 
fought against the Allies in World 
War II. Britain has rejected this reason- 
ing as unacceptable, for it would in- 
validate too many useful pacts. 

The ‘strategic advantages Russia 
might acquire from bases in Spitsbergen 
require careful evaluation. . Popular 
thinking, preoccupied with the threat 
of transpolar warfare by long-range 
planes and guided missiles, is inclined to 
rate Spitsbergen’s importance in terms 
of distances. It is true that the archi- 
pelago is only 1,900 miles from London, 
1,000 miles from Iceland, 3,400 miles 
from New York, 3,500 miles from Pitts- 
burgh and 3,550 miles from Chicago. 
But distances are only one criterion. 

The effectiveness of any island base 
is primarily dependent on the effective- 
ness of the sea power of the nation 
which possesses it. In this department, 
Russia is definitely weak and the de- 
mands of reconstruction promise to 
keep her weak for a long time to come. 


Apart from this primary considera- 
tion, Spitsbergen, due to its rugged ter- 
rain, is short on elbow room for develop- 
ment. It lacks adequate level space for 
the construction of a large — of 
airfields for long-range planes. This dis- 
advantage might not be so important 
with rockets or guided missiles, but the 
problem of supplying the base still 
would remain a formidable one. And 
experts in strategy are of the opinion 
that, in any fature conflict, Russia would 
have no difficulty in getting continental 
bases that would serve as well as Spits- 
bergen, less exposed, easier to supply 
and more spacious. 


THE QUESTION OF INTENT 


The original motive for the Russian 
move for a part in Spitsbergen’s defense 
is difficult to fathom. 

The widespread tendency to regard 
Russia's request as an effort to counter- 
act U.S. bases in Greenland and Ice- 
land overlooks one vital point. The first 
overtures to Norway were made well be- 
fore the end of the war. There had been 
no indications of what the U. S. planned 
to do with its North Atlantic bases when 
peace came. 

It might also be noted that the over- 
tures began long before the first atomic 
bomb was dropped. The intensive theor- 
izing on transpolar conflicts and push- 
button warfare likewise were’ of later 
origin. 

Experts, therefore, are doubtful that 
strategic considerations prompted the 
original approach, although r may 
have figured in the recent renewals of 
the Soviet request. 

Some believe Moscow was merely 
taking the precaution of providing itself 
with a bargaining point that could be 
used to obtain concessions elsewhere. 
Some suspect a desire for a stepping- 
stone to the rim of the North Atlantic. 

Regardless of what explanation proves 
correct, the immediate value of Spits- 
bergen to Russia appears to be highly 
uncertain under present conditions. 

On the other hand, the Russian bid 
has served to strengthen the U.S. 
position in any future discussions re- 
garding bases in Greenland and Iceland. 

Meanwhile, one thing is certain. 
Neither Britain nor the U. S. will coun- 
tenance any unilateral attempt to alter 
the Svalbard Treaty. If Russia is to 
get the bases without resort to force, 
she must first obtain the consent of all 
the Allied signatories to the necessary 
changes in the Svalbard Treaty. 
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BRAZILIAN ELECTIONS 
REFLECT DISCONTENT 


Communists profit from protest vote 
against economic hardships and 
emerge as a major political force 


Reported from RIO DE JANEIRO 


and WASHING 


The Communists have emerged as 
a major political force in Brazil. This is 
shown by the strength Communist-sup- 
ported candidates developed in the re- 
cent state elections. 

Communists have demonstrated 
their ability to make gains despite out- 
spoken opposition of the Church and the 
Government, and have pulled votes from 
the Labor Party, stronghold of former 
President Getulio Vargas. 

Communists may have fallen short of 
the 1,000,000 votes predicted by their 
leader, Luiz Carlos Prestes; the exact 
total will not be known for several days 
more. But they appear to have exceeded 
the 600,000 votes they piled up in the 
first election in which they participated, 
14 months ago. And their strength may 
force President Eurico Gaspar Dutra to 
shuffle his Cabinet in an attempt to 
broaden its political base. 





. —Triangle 
LUIZ CARLOS PRESTES 
The Communists gained 
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@ Greatest strength of the Communists, 
as demonstrated by the election returns, 
lies in Brazil’s two areas of densest popu- 
lation—the State of Sao Paulo and the city 
of Rio de Janeiro. 

In Sao Paulo, a region ‘of rich farms 
and expanding industries, a candidate 
supported by the Communists and the 
minor Social Progressive Party appears 
to have won the Governorship. In Rio 
de Janeiro, second largest city in South 
America, the new municipal council is 
to be sprinkled heavily with Communist 
members. 

Communist votes were large, also, in 
Santos, largest coffee port in the world, 
and in Recife, metropolis of the “bulge” 
area. But in the small towns and the back 
country, Communists failed to make the 
gains they had expected. 

@ Economic hardships of the masses are 

the main key to Communist strength in 
the election, although the strenuous cam- 
paigning of Prestes also was a factor. 

Inflation is perhaps more extreme in 
Brazil than in any other country in the 
Western Hemisphere. There is too much 
paper money in circulation. Food sup- 
plies are short; in recent months some 
cities have been without bread for days 
at a time. Millions of Brazilians lack 
decent housing. Most of the recent build- 
ing has been in the speculative field of 
expensive apartments. 

Hundreds of thousands of Brazilians 

who are not members of the Commu- 
nist Party voted for its candidates as a 
protest against the conditions in which 
they live. 
@ Heaviest loser of prestige as the re- 
sult of Communist successes is Getulio 
Vargas. Ousted by the Army in 1945 
after he had occupied the Presidency as 
a dictator for 15 years, Vargas kept 
quiet for several months. But recently he 
has made speeches interpreted as showing 
a desire to get back into power. 

During the campaign, Vargas sparked 





—Wide World 


EURICO GASPAR DUTRA 
More coalition in the Cabinet 


his personally-dominated Labor Party in 
a bid for the support of the lower classes. 
But the election results showed his party 
to .be considerably weaker than in the 
1945 presidential elections. Its biggest 
losses were in areas where the Commu- 
nists made gains. 

Now, with his strength whittled down, 

any ambitions that Vargas may have 
had to seize the Presidency by “popu- 
lar demand” have suffered a_ serious 
setback. 
@ Some improvement is becoming ap- 
parent in the economic situation in Brazil. 
Big shipments of wheat and flour are 
beginning to arrive from Argentina under 
the new trade agreement between the 
two countries. Brazilian factories are 
working full time to turn out goods 
needed by the péople. Coffee prices have 
gone up since the U.S. removed price 
controls. If conditions continue to im- 
prove, there will be less restlessness 
among the people. 

No serious threat to the stability of the 
Administration appears to be presented 
now by the Communist gains. But Dutra, 
never seated very firmly in the Presidency, 
may seek to strengthen his position by 
adding more members of the “loyal op- 
position,” the National Democratic Union, 
to his Cabinet. 

When Dutra. revamped his Cabinet 
last autumn, he found the National Demo- 
cratic Union cool to his overtures. He 
succeeded eventually in persuading two 
of its members to accept portfolios, but 
members of his own Social Democratic 
Party hold all the other partisan posts in 
the Cabinet. 

Now, Dutra is likely to make new 
offers to members of the National Demo- 
cratic Union. This time they are likely 
to be receptive, for they realize that the 
Communists have established themselves 
as a continuing force in Brazilian politics. 
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COMMUNISTS HOPE TO CONTROL 
HUNGARY BEFORE RUSSIANS LEAVE 


Leaders attack Government party 
in drive to force elections while 
Soviet Army’s support is available 


Reported from 
BUDAPEST 


Communists in Hungary are con- 
ducting an all-out campaign to discredit 
and divide the majority party that runs 
the country—the non-Communist Small 
Holders. The objective is to force new 
elections which the Communists hope 
will add Hungary to the list of countries 
they control in Eastern Europe. 

Scores of Hungarian politicians 
are under arrest, charged by Communists 
with plotting to set up a rightwing dicta- 
torship. Communists are challenging the 
Small Holders Party to purge itself of 
so-called anti-democratic elements. 

The motive of the Communists is 
to improve their political standing be- 
fore Russian troops leave the country. 
In elections over a year ago Communists 
won only 17 per cent of the votes. 

Hungary's Communists are working on 
borrowed time. Now that the Allies are 
getting down to business on a peace 
treaty for Austria, Communists in Hun- 
gary estimate that they can count on the 
presence of Russian troops for no more 
than 18 months longer. For, when Aus- 
tria is freed of occupation, Russian troops 
protecting “lines of communication” in 
neighboring Hungary will have to go 
home. Thus for Hungary’s extreme left- 
ists, it is a question of now or possibly 
never winning more control over a Gov- 
ernment that is led by middle-of-the- 
road reformers. 

@ Tactics used by the Communists have 
been consistent for the last 14 months. 

First, they competed with other parties 
in general elections in November 1945 
and won only 17 per cent of the votes 
cast. The Socialists, who work closely 
with the Communists, gathered another 
13 per cent. ! 

Next, the Communist and their So- 
cialist allies used their close relations with 
the Russian Army of Occupation to get 
more Government posts than their 
strength at the polls would normally jus- 
tify. After personal intervention of the 


Russian commander in Hungary, a Com- 
munist, Laszlo Rajk, was installed as Min- 
ister of Interior, with control of the 
police. Matyas Rakosi, leader of the 
Communists, became Deputy Premier. 
Communists and Socialists took impor- 
tant posts in the Supreme Economic 
Council and the Justice Ministry. 

Then, the Communists began demand- 
ing purges of the dominant Small Holders 
Party, whose ranks included a number of 
outspoken foes of communism, although 
the leadership is co-operative. Twenty 
Small Holders deputies were expelled 
from the party in April. Some 241 relig- 
ious and cultural societies with non-Com- 
munist programs were dissolved during 
the summer. 

Now a Government crisis has been 
provoked by another purge of the Small 
Holders Party carried out by the Com- 
munist Minister of Interior. Some 100 
persons, mostly Small Holderseand in- 
cluding a number of deputies, have been 
arrested since Christmas. Communists 
charge that the men under arrest were 
ringleaders of a plot to restore Nazi-style 
rule in Hungary. Premier Ferenc Nagy 
demands a legal trial for the accused and 
says that arrested Small Holders deputies 
will be replaced in Parliament by other 
Small Holders, thus 
party's majority. 
qj] Purpose of the Communists in these 
repeated attacks is to whittle down the 
Small Holders’ majority in Parliament 
and in the country as preparation for 
calling new elections. 

The pro-Nazi plot is publicized in or- 
der to oust Small Holders from Parlia- 
ment and to split the major party into 
bickering right and left wings. Commu- 
nists hope to convince voters that the 
Small Holders Party is a vehicle for re- 
actionary elements opposed to land re- 
form and other changes. 

‘The Russians, who have about 100,- 
000 troops in Hungary, have taken no 


maintaining his | 


public hand in the affair, but their pres- 
ence has enhanced the prestige of local 
Communists, who naturally are favored 
by the Russians. Hungary has the only 
government in Eastern Europe not now 
controlled by Communists, and Russia 
would welcome a change. 

Most Hungarians would like to get 
along peaceably with the Russians and 
with the West as well. The U.S. is 
friendly toward Hungary, recently re- 
leased $32,000,000 of frozen gold hold- 
ings to the Hungarian Government, and 
contemplates making a dollar loan. But 
Russia is Hungary's most powerful neigh- 
bor and Hungarians realize that they can- 
not afford to make enemies of the Soviets. 

Hungarian Communists know that 
since the Russians will not stay in Hun- 
gary forever, they must act swiftly. Their 
plan calls for two steps to power. First, 
they hope to bring about a coalition gov- 
ernment in which they would hold a 
slight majority. Then they would call elec- 
tions. If all goes well for them, the results 
would put the Communists in full control. 

That is why the Communists’ current 
attempt to weaken their opposition will 
not be the last. The Communists hope 
to triumph while they still enjoy the sup- 
port of Russian forces on Hungarian soil. 





MATYAS RAKOSI 
Power on the left 
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RESTRICTIONS IN MANY COUNTRIES 
THREATEN HOLLYWOOD’S EXPORTS 


Governments’ efforts to conserve 
dollars and to aid domestic films 


more pictures depicting their own cus- 
toms, history and humor. Also, they 
promise that protection of their home 
market will enable them to turn out 
better films. 








may cut U.S. producers’ profits 


U.S. producers of motion pic- 
tures are getting ready to fight against 
government restrictions in other coun- 
tries which threaten to put a crimp in 
the overseas market for American films. 

British agitation for increased 
protection for domestic films in home 
markets is the latest in a series of re- 
strictive movements by producers in other 
countries. Governments all over the world 
hope to promote local production for 
propaganda purposes and to reduce the 
dollar drain caused by showing U.S. 
films. 

The American film industry takes a 
serious view of this trend. Export sales 
are Hollywood's lifeblood. Normally, re- 
ceipts from abroad cover about one third 
of production costs. A material shrinkage 
of this flow of funds would mean re- 
trenchment for U.S. producers. 

Eric Johnston, president of the Motion 
Picture Association of America, is soon 





U. S. WARES IN LONDON 


to appear before governmental bodies in 
Washington in support of the Clayton 
program for progressive removal of trade 
restrictions and discriminations. He will 
be particularly interested in any new 
restrictions to be imposed by Britain, 
which supplies 60 per cent of the re- 
mittances from overseas on U.S. films. 
@ British producers and their Govern- 
ment have a common interest in building 
up the domestic industry. 

The producers worked under wraps 
during the war and are anxious to ex- 
pand. Under present law, exhibitors in 
Britain must devote 17% per cent of their 
screen time to British-made features. On 
April 1, the figure moves up to 20 per 
cent and remains at that level until the 
expiration of the law a year later. 

British producers hope to persuade 
their Government to raise the quota to 
30 per cent in new legislation. The argu- 
ment is that British audiences should see 


—Paramount 





BRITISH OFFERING ON BROADWAY 


The British Government is aware of 
the growing importance of movies in the 
field of propaganda, both at home and 
abroad. Also, it has been found that 
export sales are stimulated when a coun- 
trys products are shown frequently on 
the screen. 

Most important, the Government 
hopes that, by backing British pictures, 
it can cut down the quantity of scarce 
dollars going to U.S. producers, amount- 
ing now to $80,000,000 a year. This can 
be done in two ways. 

If more British pictures are shown at 
home, fewer U.S. films will be required 
and fewer rental dollars will flow to the 
U.S. Moreover, showing of more British 
films abroad, especially in the U.S., 
would bring in more dollars and other 
needed currencies. 

During 1946, British productions 
earned about $8,000,000 in the U.S. 
But this was only one tenth of Holly- 
wood’s take in Britain. 

U.S. producers are trying to persuade 
the British to postpone the scheduled 


or 


ee i 
a , 
ae 


P —United Artists 





Based on past performance the odds are 10 to 1 on the Hollywood entry 
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increase of the quota for British-made 
‘pictures. Their chief argument is that 
earnings of British films in the U. S. this 
year may well double and narrow the 
gap between the outflow and inflow of 
movie dollars. British pictures are ex- 
pected to be big money-makers in 1947. 
@ Restrictions operating against U. S. 
films in other countries are of many kinds 
and have a tendency to grow as domes- 
tic producers gain headway. 

Quotas like Britain’s, requiring theater 
owners to reserve a certain portion of 
screen time for domestic products, are 
in effect in Argentina, Australia, France, 
Holland, Mexico, New Zealand and other 
countries. 

Tariff preferences are extended by 
Canada to British and French films. 

Import permits for movies are issued 
by a private organization, at its pleasure, 
in the Netherlands. 

In Spain, all films produced in other 
countries are subject to import licenses, 
issued by the Government to Spanish 
producers as a sort of subsidy. These 
licenses are for sale in the open market. 

Remittance taxes are levied in some 
countries on gross receipts sent back to 
the country where the movie was pro- 
duced. Examples are Argentina, Brazil, 
Canada, Chile and Czechoslovakia. 

State monopolies operate in Russia and 
some of her satellite nations. Russia is 
closed to U.S. pictures. U.S. interests 
have managed to arrange for showing 
of American films in Czechoslovakia and 
Poland, and discussions are under way 
with Yugoslavia. It is expected, however, 
that Russian films will continue to dom- 
inate these markets. 

In any case, only films politically and 
socially acceptable to the government 
concerned are imported into this area. 
@) Hollywood's answer to restrictions set 
up in other countries is twofold. 

Attempts will be made within the 
industry to offer in the export markets 
only films of the highest quality. Holly- 
wood is confident that U.S. pictures of 
this type will be preferred by most 
movie-goers, no matter what their gov- 
ernments say they must see. 

Secondly, Hollywood will strongly 
support the Administration program for 
freer trade through an _ International 
Trade Organization. The hope is that an 
ITO would work to lessen restrictions 
affecting U.S. films. 

One difficulty is that many regulations 
do not appear, on the surface, to be dis- 
criminatory. They apply, for the most 
part, equally to U.S. and other imported 
pictures. However, U.S. films take up 
70 to 80 per cent of the screen time in 
most countries. Thus, any restrictions on 
imported pictures strike most severely 
at U.S. films. 

Desire of most governments to stimu- 
late home production of motion pictures 
is to make Hollywood’s fight to hold 
export markets a difficult one. 
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Io our Colleague on gpSivesediinn Batledid s. i 


There is an old and sound saying: “Be 
not the first by whom the new is tried, 
nor yet the last to cast the old aside.” 
This expresses good common sense, espe- 
cially in these days when so much that is 
new is being promised. But sometimes it 
is difficult to be properly cautious with- 
out running the risk of being too late. 
What is new is not necessarily better, 
nor what is old, either; the wise manu- 
facturer demands proofs of both before 
making a decision. 

Take the case of free-cutting copper, 
which Revere first began to supply during 
the war. Our metallurgical and :practi- 
cal tests proved to us that it would make 
possible faster and more accurate pro- 
duction of copper parts. 
Runs in customer plants 
confirmed our own re- 
sults. Here is what one 
user wrote: 

This material seems to 
machine much better than 
our previous hard copper 
bar ; it cuts off smoothly, 
takes a very nice thread, 
and does not clog the die. 


That company makes electrical parts 
that must be held to close tolerances, 
and must also have good electrical con- 
ductivity. Another company, making 
switch parts, reports: 

Increased feed from 12" to 6” per 
minute and do five at one time instead 
of two. 

And a manufacturer turning out dis- 
connect studs says: 

Spindle speed increased from 924 to 
1161 RPM and feed from .o065”" to 
0105" per spindle revolution. This re- 
sulted in a decrease in the time required 





to produce the part from .0063 hours to 
.0036 hours. Material was capable of 
faster machine speeds bu: »achine was 
turning over at its maximum. Chips 
cleared freely, operator did not have to 
remove by hand. 

You can see that this new free-cutting 
copper is a real contribution to the prob- 
lem of keeping costs and prices down in 
certain products having machined cop- 
per parts. But that is not the only impor- 
tant thing to me about it. There was also 
the factor of proof, definite proof that 
the new material would fulfill the prom- 
ises made for it, that it actually was not 
only new but definitely better. 

Trial runs, comparative tests, proofs— 
from such things are cor- 
rect decisions derived. It 
seems to me that today 
we all need not only a 
receptive mind, but also 
a demanding one. Every 
manufacturer owes it as | 
a duty to himself and to 
the whole country to 
learn about new mate- 
rials, and put them to the 
test. There are many new types of glass, 
for example, and of plastics, chemicals, 
drugs — the list is long. Many of these 
will do new jobs, or perform @ld ones 
better. And, of course, some may be no 
better than older materials. The impor- 
tant thing is to learn now what is new in 
your industry, demand proofs, put the 
promising things to the test, and adopt 
as quickly as possible those advances 
that prove they can lower costs, improve 
your product, increase its marketability. 
Only thus can we in American industry 
avoid the risk of being either too quick 
or too slow in making a decision. 
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President 


REVERE COPPER AND BRASS INCORPORATED 
Founded by Paul Revere in 180! 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 
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‘—Ewing Galloway 


BURMA‘S TROUBLED PRESENT 
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—Acme 
WAR DAMAGE crippled the port and city of Rangoon, 
where this picture was made, the oil fields at Yenangyaung 
and Burma’s thin but vital transportation system. Recovery, 
under a tentative and unpopular regime, got off to a slow 
start and has made less progress than in almost any other 
country that was a battleground during the recent war. 
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What Burma Wants 


Full independence from Britain is Burma’s mini- 
mum demand. British-Burmese conferences opened 
in London on January 13 with a Burmese deadline 
set for January 31. British hope is that Burma’s free 
choice will be to remain within the Commonwealth. ° 

Though as large as the entire Balkans, Burma is 
dwarfed by neighboring India and China, as the 
map at the right shows. Her rice-growing lands, 
far exceeding the needs of the 17,000,000 Burmese, 
are envied by those populous neighbors. Her primi- 
tive agricultural sears | has made slow progress 
in repairing the heavy damages of the war. 

The temple in Pagan, shown at the left, dates 
from the 11th century. Burma was then a progressive 
Buddhist empire, with Pagan its capital. It was not 
until 1886 that Great Britain completed the conquest 
of Burma and made it a part of India. In 1931, the 
decision to end the tie with India was reached. 
By that time, the tide of nationalism was rising. 

These pictures trace that tide in subsequent years 
and point up the conflicts it has created and the 
problems Burma faces. 
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—Black Star 
DACOITY has reached proportions that make life 
uncertain and property unsafe in much of Burma. The 
word, a corruption from the Hindu, is defined offi- 
cially as robbery by a group of more than five. Dacoits 
are primitive tribesmen such as these, whose war- 
learned skills find no legitimate peacetime outlet. 
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—Black Star 
MEAGER CROPS undermine economic recovery for 
Burma. Rice exports are the source of payment for need- 
ed imports. A normal rice crop of 6,000,000 tons occupies 
three fourths of Burma’s 20,000,000 cultivated acres, 
while 50,000,000 acres remain idle. Unless they can bu 
imported goods, farmers lack incentive to expand. 
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MINORITIES present a problem, but most observers report 
it need not be serious. Burma’s 1,000,000 Indians, reduced by 
groups like this that left the country during a postwar out- 
break of anti-Indian riots, constitute a merchant class. Their 
relative wealth excites envy. The more primitive hill tribes 
are also minorities that need to have their rights protected. 
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BURMA‘S TROUBLED PAST 
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—Pix 
SEPARATION FROM INDIA, consummated in 1937, brought little change 
in the life of the native Burmese. Here on Phayre Street, Rangoon’s banking 
center, he remained little more than a passer-by. Britons, Indians and Chinese 
held the reins of the country’s commercial life. Living standards for the natives 
remained low. The new native legislature and administration had little power. 


—International 
JAPANESE INVASION, in F sma 1942, was met with the same stolid 
indifference on the part of the ordinary Burmese. But nearly all the native leaders 
were active collaborators. By May, the country was completely occupied. In 
August 1943, Japan granted independence to the Burmese puppet regime, which 
in turn declared war on the U.S. and Britain. The independence proved a sham. 
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JAPANESE INFLUENCE had 
a bright allure for native officials. 
In 1941, Prime Minister U Saw, 
shown at an interview while 
passing through the U. S., went to 
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ALLIED RECONQUEST was 
just another chapter in some one 
else’s war for most of the Bur- 
mese. Promises of future blessings 
were at a sharp discount as they 
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—International —British Combine 
London to ask for dominion sta- AGITATION FOR FREEDOM increased at home as the war drew closer to 
tus. He conferred with Japanese the countryside. This audience at a political harangue is typical of the stolid and 
diplomats in the course of his jour- apparently indifferent response of the mass of the natives. But Japanese promises 
ney. For this, he was imprisoned of a bright future in a free*Asia roused increased interest. Tenor of Burmese 
for the duration by the British. political thought was: “We have nothing to lose, we may have much to gain.” 
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watched the slow fight back. It REHABILITATION was started, as territory was regained, by payment of war 
began with jungle raids, pro- damage claims. After the Japanese collapse, it was speeded by a $348,000,000 loan 
gressed to establishment of remote from Britain on which no interest is charged. But the slow pace of rebuilding 
air fields such as this near Myit- Burma is illustrated by this school without a schoolhouse. Burmese leaders argue 


kyina (pronounced mitch-i-na). that native control over spending is needed to give disillusioned Burma incentive. 


~- 
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BURMA‘S TROUBLED FUTURE 









CIVIL ADMINISTRATION was resumed after the 


war under a double cloud. Sir Reginald Dorman Smith 
had a Burmese majority in his administration, shown 
here with him. But they were hand-picked. Native polli- 
ticians gained. popular support but little recognition ass 








Ne Be Se . 
—Black Star 


DOMESTIC DISORDERS, such as this sit-down 
strike in Rangoon, may become ere if agreements 
reached in London prove unsatisfactory. Despite a new 
Governor and increased authority for native leaders, 
Burmese are impatient with promises, want final proof. 


ee 






—British Combine 
Britain. The British White Paper of May 1945 caused 
further dissatisfaction. While it reiterated the promise 
of dominion status, suggested safeguards for minorities 
caused resentment. Dominion status was no longer 
enough for Burmese who sought immediate freedom. 











—International 
NEGOTIATORS in London are led by U Aung San 
(in military uniform) who fought first for the Japanese, 
then against them. Negotiators have whipped up ex- 
pectations at home, now must produce results or lose 
support. They also realize need for British economic aid. 
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HE U.N. now is to make its first 

effort to stop a civil war that threat- 
ens the peace of Europe. An on-the-spot 
study by Security Council investigators 
is getting under .way in Greece, where 
internal strife, complicated by rivalry 
among the big powers, provides the 
makings of a new world war. 

The American member of the U. N.’s 
first Commission of Inquiry is a Missis- 
sippi-born newpaperman with a reputa- 
tion as a fighting liberal. As special U. S. 
Envoy to Bulgaria and Romania last year, 
Mark Foster Ethridge, editor-publisher 
of the Louisville (Ky.) Courier-Journal, 
learned much about Balkan problems, 
and this will aid him in Greece. 

Ethridge’s colleagues, representing the 
other 10 nations on the Security Council, 
also are mainly newcomers to diplomacy. 
Only two are career diplomats. There 
are two lawyers, two generals, two for- 
mer journalists, a professional politician 
and a college professor. Their job is to 
get the facts that will enable the U.N. 
to restore peace in Greece. 

But facts are elusive in the turbulent 

Balkans, and some of the U.N.’s inves- 
tigators may see only what the govern- 
ments want them to find. 
@ In Greece, the U.N.’s investigators 
will find a Royalist regime, backed by 
Britain, under assault by leftists, liberals 
and Macedonian autonomists. These 
groups are supported by Russia and the 
Slav nations. 

The investigators will hear Royalist 
charges that Greece’s Slav neighbors, 
Yugoslavia, Albania and Bulgaria, are 
fomenting the conflict and arming the 
rebels. They will hear leftist and Slav 
countercharges that the uprisings are 
spontaneous protests, provoked by the 
repressive rule of King George's rightist 
regime, which is aided by British troops. 

Beneath these charges and counter- 
charges, the investigators, if they delve 
deeply, will find a big-power dispute. 
' Britain fears a Slav attempt to commu- 
nize Greece and seize the Aegean port 
of Salonika as a door to the Mediter- 
ranean. Russia fears an_ unfriendly 
Greece on the rim of her Balkan orbit. 
@ The investigators will have to put 
aside their national prejudices if they are 
to reach a unanimous verdict. The fact 
that they were selected by their own 
governments may make this difficult. 

Britain will be represented by Richard 
T. Windle, a former construction worker 
who rose through political ranks to be- 
come the Labor Party’s top recruiter and 
electioneer as Chief National Agent. 
Windle was a member of the Allied mis- 
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A TRAINED EYE ON GREECE 


sion that observed the Greek election last 
year. The mission upheld the Royalist 
victory against leftist and Russian 
charges of fraud and intimidation. 
France has selected a professor of 
Greek language and literature at the 
University of Dijon, Georges Daux, not 
prominent heretofore in politics. 
Russia will be represented by the chief 
of the Balkan Division of the Foreign 
Office, A. A. Lavrischev, who was Soviet 
Minister to Bulgaria during the war. 
China has sent to Greece her Ambas- 
sador to Belgium, Dr. Wunsz King, a 
career diplomat who studied in the U. S. 
Poland is represented by a poet and 


literary critic, Jerzy Putrament, former 


editor of a Cracow newspaper and pres- 
ent Minister to Switzerland. 

Australia also has selected a former 
newspaperman, J.D.L.Hood,who recent- 
ly was Australian counselor in London. 

Belgium is represented by a profes- 
sional soldier, Lieut. Gen. Maurice Del- 
voie, former military attache in Paris. 

Brazil also has sent a military man to 
Greece, Gen. Anor Santos, head of the 
Brazilian delegation to the Allied Con- 
trol Council in Berlin. 

Colombia is represented by one of her 
leading lawyers, Francisco Jose Urrutia, 
present Minister to Belgium. 


Syria also is represented by a lawyer,: 


Ihsan-el-Sherif, former Governor of 
Aleppo, who recently was appointed 
Syria's first Minister to Turkey. 


@ The United States, in sending Mark 
Ethridge as her representative, seeks to 
demonstrate a desire for an objective 
inquiry. Ethridge is “a newspaperman 
who wears no hat and no man’s collar.” 

Ethridge, at 50, is a forceful, but not 
uncritical, supporter of New Deal poli- 
cies. One of nine children, he got his 
first liberal ideas from his lawyer father, 
a voracious reader with a great interest 
in politics. 

The Louisville editor started news- 
paper work as a sports writer for the 
Meridian ( Miss.) Dispatch while still in 
high school. He left college to work for 
the Columbus (Ga.) Enquirer-Sun. He 
became managing editor of the Macon 
(Ga.) Telegraph, then worked in turn 
for the Consolidated Press, the New York 
Sun, the Associated Press, the Washing- 
ton Post and the Richmond Times- 
Dispatch. In 1936, he was appointed 
editor of the Louisville Courier-Journal 
and became publisher as well in 1942. 

In Greece now, Ethridge faces the 
most intricate task of his life. 

U. S. policy, before the Security Coun- 
cil, has been to urge all nations to with- 
hold judgment on the Greek conflict un- 
til the Commission completes its inquiry. 
But U. S. diplomacy, meanwhile, has con- 
tinued to support Britain in Greece. 
Some State Department officials share 
Britain’s view that the Slav countries 
are primarily responsible for the civil 
war through propaganda, financial and 
arms aid to the Greek guerrillas. State 
Department intelligence reports bearing 
out these charges were presented to Eth- 
ridge before his departure for Athens. 

American newspapermen and other 
observers in Greece, however, have made 
conflicting statements on this point. Some 
report “incontrovertible evidence’ of 
Slav intervention, but others report Ahat 
there is “absolutely no definite proof.” 

Ethridge is expected to ferret out new 
facts and draw his own conclusions. But 
he also is expected to probe into the 
policies of the Royalist regime, a subject 
Britain sought in vain to have excluded 
from the Commission's consideration. 
Russia charges that the “reactionary” 
policies of the Athens Government are 
the primary cause of the uprisings. 

Those who know Ethridge believe he 
will not hesitate to censure the Greek 
Government in his report if he finds 
substantiation for the Soviet viewpoint. 
“Communism,” he once said, “does not 
thrive where there is no need for change.” 

An open question, however, is the 
extent to which the judgment of Eth- 
ridge and other Commission members 
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will be affected by the rivalry of Russia 
and Britain for primary influence in 
Greece. The U.S. has made clear its 
support of Britain. 

Ethridge was strongly critical of Rus- 
sia upon his return from the Balkans last 
year. Though long a political backer of 
Henry A. Wallace, he broke with Wal- 
lace over policy toward Russia last au- 
tumn and supported Secretary of State 
Jamés F. Byrnes in his program of “pa- 
tience and firmness.” 

q U.N. action in Greece depends upon 
the report the Commission makes after 


its study. A unanimous report probably 
will be possible only if the investigators 
agree upon a thorough reorganization of 
the Greek Government, formation of a 
coalition Cabinet including the - leftist 
E.A.M. and withdrawal of British troops. 
Otherwise, a Soviet dissent is likely to be 
forthcoming. 

If the Commission splits on political 
lines, with East against West, the Se- 
curity Council will be back where it was 
before the inquiry began. In this event, 
Ethridge’s views may largely determine 
the course the U.S. then will pursue. 


CLARK: A Just Peace for Austria 


@ pers AUSTRIA is a defeated coun- 
try that has no living national heroes 
of its own. But to most anti-Communist 
Austrians—and election returns indicate 
this means 95 per cent of the voters— 
the most effective champion of Austria 
for the Austrians today is a tall Ameri- 
can (6 feet, 2 inches), a career soldier 
who. never saw the country until weeks 
after it was liberated from the Germans. 
He is Gen. Mark Wayne Clark. 

It fell to other military leaders—Rus- 
sian, American and British— to defeat the 
Germans in Austria while Clark was de- 
feating them in Italy. But it has been 
Clark’s task, as U.S. member of the 
Allied Commission for Austria for the 
last 17 months, to promote U.S. peace 
aims in the land that others liberated and 
that four victor nations now occupy. 

A veteran of five years’ overseas serv- 
ice, Clark has been designated to take 
command of the Sixth Army on the U. S. 
Pacific Coast. But before he reverts to 
soldiering, he is determined to win a 
just peace for Austria: He is in London, 
as deputy to Secretary of State George C. 
Marshall arguing with the Russians, the 
British and the French for a treaty to 
confirm the independence of Austria. 
Clark has not yet said goodbye to Austria. 
Before he does, he hopes to be able to 
hand the country a peace treaty as his 
faréwell. a 
€| Duration statesman. Clark does not 
consider himself a statesman. He prefers 
to think of himself primarily as a military 
man and as a statesman only “for the 
duration.” He is proud of his military 
record as commander of the Fifth Army 
in Italy and later as commander there of 
all Allied forces. He is proud, too, of his 
role in a wartime feat of derring-do, his 
secret submarine visit to North Africa 
in 1942 before the Allied landing. He 
has the respect of other high officers 
for his part in early planning of the 
Second Front. But when Austrians speak 
of him, they talk mostly of the way he 
has tried to carry out the three-power 
Moscow Declaration of 1943 that Austria 
should become a “free and independent 
country.” 
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In Austria, Clark has maintained 
friendly personal relations with the Rus- 
sian commanders—first Marshal Konev 
and now Kurasov—while constantly using 
hard bargaining tactics to push them into 
closer four-power co-operation. The 
American General has become accom- 
plished at downing vodka at the rate 
prescribed by social protocol among the 
Russians. But he has been equally adept 
at making it plain to Austrians that any 
failure to meet their food rations is 
caused by Russian requisitions of food 
and land, rather than by any American 
fault. He invites the Russians to the 
American zone for the famed Salzburg 
music festival, but, in a political show- 
down, he does not hesitate to hand over 
former German factories to the Austrian 
Government with a flourish of publicity. 
The Russians claim that, under the Pots- 
dam Agreement, all such factories in 
their zone of Austria must go as repara- 
tions to Russia. 

Polite firmness is the essence of Clark’s 
tactics. An example occurred recently 
when a group of Russians slipped into 
the U.S. zone in American uniform to 
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kidnap some antj-Communist Austrians. 
Clark heard of the plot and had an Amer- 
ican reception committee waiting. After 
the Russians had been captured, General 
Clark returned them to the Russian 
commander with a note: “Some of your 
men seem to have got mixed up in 
their uniforms.” That was the last such 
border raid. 

By such measures, Clark has won many 
attributes of independence for Austria. 
The Austrian Government now has au- 
thority throughout thé country, except 
for a reserved list of military subjects. 
Economic barriers between the zones 
have been abolished, and free shipping 
on the Danube River is being re-estab- 
lished. Free elections, returning a 95 
per cent vote against the Communists, 
have not been challenged. Rations have 
been steadily raised, and the Russians 
have reduced the number of their occu- 
pation troops. The cost of occupation to 
the Austrians, once 230 per cent more 
than the country’s regular budget, has 
been cut to an allowed maximum of 35 
per cent. No one occupying power any 
longer can veto laws passed by the Aus- 
trian Parliament. A unanimous vote of 
the occupiers is needed. 

Austrians give General Clark credit for 

most of these steps toward independence. 
Certainly he has fought harder for them 
than any other single Allied official, 
usually against months-long Russian op- 
position. To date, he has been unable to 
crack the Russian refusal to discuss the 
question of German assets. This is a fun- 
damental one for Austria, because it in- 
volves many of the country’s basic indus- 
tries, Under Austrian law, which the 
Russians do not recognize, these assets 
would become nationalized once the 
revert to Austria. But the Russians still 
insist that the Allies at Potsdam promised 
these properties to Russia as reparations, 
and there the matter stands. It is the 
major hindrance to four-power agreement 
on a treaty for Austria as the London 
conference progresses and as the meeting 
of Foreign Ministers in Moscow ap- 
proaches. ‘ 
@ Pranks and fish. The practitioner of 
this diplomacy is, in private life, neither 
a studious nor an overserious person. 
Clark reads few books and loves practical 
jokes. He plays many such pranks on his 
associates and last year on his 50th birth- 
day he enjoyed it when they reciprocated 
by appearing to ignore his anniversary 
until a late hour of the day. Then they 
surprised him by inviting him to a mock 
military lecture that turned out to be a 
birthday party. 

Clark’s postwar ambition long has been 
to go salmon fishing in Puget Sound “for 
the rest of my life.” His eventual Pacific 
Coast command will bring that dream 
within grasp. Meanwhile, he is intent on 
obtaining in London and Moscow a 
statesmanlike peace for his friends, the 
people of Austria. 
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Costa Ricans keep political pot bubbling, 
but prevent situations from boiling over 


SAN JOSE 

OSTA RICANS lIgve politics and keep 

the political pot boiling—without let- 

ting it boil over. When the voters of this 

,Central American Republic elect a Presi- 

dent, they induct him peacefully into of- 

fice and he stays elected for his four-year 
term. 

But five minutes after a President takes 
office, Costa Ricans start all over, cam- 
paigning to elect his successor four years 
hence. That’s what is happening right 
now to President Teodoro Picado. The 
President still has another year to serve 
(until February 1948) and cannot run 
for re-election. But the campaign to pick 
the next President, which has been under 
way for months, now has the political 
scene all steamed up. 

From the election rallies going on, the 
political plugs on billboards and the front 
page attention given the question in the 
daily press, you'd think the election was 
going to be held next week. 

Three candidates are at the moment 
the leading contenders: Dr. Rafael Angel 
Calderén Guardia, who served as Presi- 
dent from 1940 to 1944; Fernando Esqui- 
vel Bonilla, an agriculturist, and Otilio 
Ulate, owner of Diario de Costa Rica, 
one of San Jose’s five daily newspapers. 

Ulate seems to be the most aggressive, 
and every now and then charges that 
some governmental department isn’t func- 
tioning properly. President Picado imme- 
diately answers him, either to assert that 
corrective measures have been taken or 
to demand specific information of the al- 
leged administrative deficiency. President 
Picado’s answers are always in the form 
of direct letters to Ulate, with copies to 
the other four newspapers. 

Nobody gets mad—really mad—but now 
_ and then some angry voter says something 
about a revolution. Immediately a police- 
man calls on him for a friendly talk. If 
the policeman can’t convince the voter 
he’s out of order in suggesting a revolu- 
tion, he gives him a ticket inviting him 
to call at the police station at his conven- 
ience. 

As a result, the steam evaporates and 
there is no revolution. No one is ever ar- 
rested on political charges, and Costa 
Rica has no political prisoners. 

When Picado was elected, his opponent 
made the traditional charge that he “had 


been robbed.” President Picado never 
took cognizance of it. And nothing was 
done about it. 

This may appear to be an oversimplifi- 
cation of Costa Rican politics, but the 
fact remains that there are revolutions 
in other Latin-American countries, or 
bubbling threats of revolution, but Costa 
Rica has gotten along without one for 
many, many years. 

Costa Rica has its share of political 
parties, but President Picado assured me 
there were only two—the “Ins” and the 
“Outs.”/The “Ins” presently happen to 
be the Partido Republicano Nacional, 
with President Picado as its titular leader. 

Among the “Outs” is the Partido Van- 
guardia Popular (formerly called the 
Communist Party), headed by Manuel 
Mora Valverde, a deputy in the unicam- 
eral Congress, and Carlos Luis Flores. 

Whether or not there is “communism” 
in Costa Rica provides a lively topic for 
debate. Isber Montenegro, editor of Dia- 
rio de Costa Rica, asserts that you can’t 
have communism in such a “pure democ- 
racy” as Costa Rica. “Communism can’t 
flourish in a country where some 80 per 
cent of the land is held by small farmers,” 








Montenegro says. “We do, however, have 
the habit of calling people we don't like 
‘Communists.’ Actually, Soviet Russia has 
given us up as a bad job. There isn't a 
single Russian embassy or legation in 
Central America.” 

Whatever may be the merits of the 
question, it’s one of the lively ingredients 
that is keeping the political pot boiling 
and will go on, every day, until the Costa 
Ricans cast their ballots for President a 
year hence. M. H. 


Copenhagen today is a pale carbon copy 
of the ‘Paris of the North’ before war 


COPENHAGEN 

ANES proudly used to call their capital 

the “Paris of the North.” Visitors, en- 

joving the delicious food in smart restau- 

rants, the gay bars and gaudy night clubs, 

the theater and the opera, were inclined 
to agree. 

But Copenhagen today is a pale car- 
bon copy of the Copenhagen of before 
the war. The winding, narrow streets 
seem doubly so in the winter dusk and 
under what street lights the short coal 
supply permits. Food is ample, but ex- 
pensive. Homes are feebly warmed and 
there is no hot water. There’s a lack of tex- 
tiles and shoes. There's a shortage of ciga- 
rettes and matches, and many other things. 
And there’s a different atmosphere. 

Cigars and pipe tobacco are unrationed; 
and most people smoke cigars. That in- 


cludes women. It is a bit startling, at 
first, to see a swankily dressed dowaget 
fish in her handbag for a long, fat cigar 
at the luncheon table: or trade the fat 
one for her escort’s smaller copy, clos- 
er to cigarette size. The big ones are not 
bad. The little ones, to my taste, are 
somewhere between a sweet Mexican 
cheroot and childhood’s corn silks rolled 
into notebook paper. 

Restaurants are good. One can eat in 
an American-type automat, obtaining a 
regular meal: at around 50 cents, or get 
sandwiches by dropping coins into slots. 
Milk, good beer, soft drinks are avail- 
able. 

At the other extreme are ritzy grill 
rooms specializing in lobsters and oysters, 
chicken, pheasant, wild duck. But the 
oysters are priced at from 50 to 75 cents 
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each, The first night in town, I foolishly 
ordered a dozen, followed with wild 
duck, drank a beer with schnapps, wound 
up with coffee. The bill topped Paris's 
black market: $17, including 15 per cent 
service charge, and every bite quite legal. 
The average, good restaurants charge 
about $2 to $3.50 for lunch or dinner. 

The most striking thing about food in 
Denmark is the plenitude of milk, eggs, 

and bacon or ham. It is most apparent in 
the children whose healthy appearance— 
for the Danes had these valuable foods 
through the war—sharply contrasts with 
that of the children of France, Germany 
and especially Austria. 

Coffee, tea, butter, sugar, flour and 
bread are rationed for Danish homes. 
Meat is unrationed, but a system of con- 
trolled distribution prevents excessive 
purchases. The buying of choice cuts de- 
pends on friendship with the butcher. 
Restaurants require only butter coupons, 
to cover butter and cooking fats. 

Shops vary, but few display quality 
goods. The famous silver shops are al- 
most empty, partly because of the slow- 
ness of silver deliveries, including that 
from Russia, and primarily because the 
bulk of production is going into export. 

Clothing looks poor, is expensive. Lug- 
gage looks good but doesn’t last. I bought 
a cloth zipper bag for $12. The third zip 
and the zipper started playing tricks. 
The second trip to the airport and both 
imitation leather handles parted from 
the bag. 

One thing there is plenty of: books, in 
Danish, Swedish, Norwegian, English, 
French. Danes used to consider them- 
selves the best-read people of Europe 
and like to tell of this or that streetcar 
conductor or railway engineer who owned 
a library of 500 or 600 volumes in sev- 
eral languages. Book stores still are draw- 
ing a day-long crowd of customers, who 
seek out the latest volumes. Robert 
Graves’s “King Jesus,” Eugene O’Neill’s 
“The Iceman Cometh,” and Sholem Asch’s 
“East River” are among the late ones 
available. And every salesman tries his 
best to sell a copy of “Forever Amber,” 
which all book stores display prominently. 

Denmark has full employment; any- 
one who wishes can have a job. Prices 
are high, but kept closer to normal than 
elsewhere in Scandinavia and most peo- 
ple are able to manage, although the lack 
of hot water and adequate heating make 
for a depressing winter. 

One amusing tabieau of preoccupation 
days is missing: It once was not unusual 
to see a Danish workman, who felt he 
had had one too many, emerge from a 
bar, load his bicycle atop a taxi and 
crawl in for a safe ride home. Shortages 

of liquor and taxis and high prices ended 
that. But there still are plenty of bicycles, 
and they make a pretty picture when Co- 
penhagen goes to work in 7 a. m. dark- 
ness. Two, three and four abreast, in a 
steady stream, the bicycles glide along 


the frost-covered streets, their tiny head- 
lights bobbing from side to side. 

The people as a whole give the im- 
pression of being a bit puzzled, of be- 
ing caught between an old and pleasant 
way of life and a new one, that offers 
many problems with few answers. Wittily, 
so the Danes thought, they used to dis- 
parage their Scandinavian neighbors as 
stuffy, a bit on the slow side mentally. 

Now there is more envy of the Swede, 
admiration for the Norwegian and the 
gallantry with which Norway fought 
while Denmark submitted peaceably to 
occupation. Danes now like to go to 
Sweden to obtain the luxuries available 
there. The Government has had to limit 
each Dane to one trip a month. 

The submission to occupation and sub- 
sequent development of a Danish sabo- 
teurs underground are today the cause 
of bitterness and bickering. There has 
been a general reluctance to point the 
finger of blame at those who served the 
Nazis. Since the’occupation was “legal,” 
in the sense that the Danish Government 
accepted it, most people continued at 
their old jobs. Some openly helped the 
Germans; some didn’t. A great many feel 


now that a thorough searching out of the . 


pro-Nazis would reach too far. 

Bitterly, a Dane writes of Danish re- 
sistance to the Nazis and the people’s at- 
titude now: “The only members of the 
resistance forces that will remain popular 
with everybody are those killed by the 
Germans, while the rest of us frequently 
meet strong headwinds from those who 
would not fight.” 

Another, referring to Norway’s “mar- 
tyrdom,” declared that for the Norwe- 
gians, in 1940, “one felt compassion, but 
still more admiration, and most of all com- 
radeship. For many (who later joined in 
Danish resistance movements), the Nor- 
wegians became the great example .. .” 

Denmark thus is a nation suffering 
from wounded pride, despite the extent 
of her sabotage effort against the Ger- 
mans, especially in the closing years of 
the war. There is little to be seen now of 
the once gay, carefree Dane. 

As an elderly, cultured Dane told me: 

“No citizen of a great nation ever can 
comprehend the suffering, the humilia- 
tion and the helplessness of a nation that 
is too small to fight, and has nothing, 
really, to fight with.” T. H. 
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Britain is being forced to take a good look at herself..... 

Here is what she sees: 

Production topping off in many industries due to the coal scarcity. 
Coal shortages stemming from man-power shortages. 

Man power shying away from the mines, looking for more attractive jobs. 


That's the basic triangle that is fencing in Britain. 


But a breakout, a smashing of the triangle, is essential if Britain is to 
Stand on her two feet--unassisted. This is why: 

Industrial production must be increased so as to raise exports. 

Exports must be increased to pay for imports. 

Imports must be thus paid for, if further loans are to be avoided. 

Loans won't be necessary if exports can be pushed up another 50 per cent. 

In 1946, imports exceeded exports by $1,350,000,000. Most of the differ- 
ence will be paid for out of the U.S. and Canadian loans. If all goes well, Brite 
ain hopes to reach equilibrium by 1949. By that time, loans will be running low. 





To reach this 1949 goal, many hurdles have to be crossed..... 

Stretching the man power available will be the most difficult hurdle. 

The school-leaving age is to be raised April 1. Better education may yield 
later dividends but right now the effect is to siphon off potential labor. 

Fewer young men will be entering business year by year. 

In 1939, 417,000 men reached the age of 18; in 1946, only 335,000 reached 
that age; by 1950, the figure will be down to 295,000. 

> Still, it may be possible to bring more women back to the factories. 

Women showed what they could do during the war, then left work in droves. 

Another solution would be immigration of European labor, now thought of in 

b the textile field. Poles, now in Britain, are to be used in the coal mines. 

Another way-to stretch man power would be to lengthen hours of work. The 
Labor Government hasn‘t mentioned that and, in fact, Still dangles the hope of 
shorter work weeks in the years ahead. 

Other hurdles obstructing the way to bigger production and exports: 

Worker efficiency is low, will have to be increased. 

To do that, two things are necessary: 

Morale will have to be rebuilt through incentive pay, better working condi- 
tions, making more goods available for the workingman to buy. 

More machinery will have to be installed to increase productivity. 
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WORLD COMMERCE AND INDUSTRY-~ (Continued) 





Output per worker in Britain before the war is said to have been only a 
third as large as in the U.S. The relationship may be even less favorable today, 
what with bombings, undermaintenance, obsolescence of machines and worker apathy. 


Basic problem, as the Attlee Government sees it, is to raise productivity. - 

Industrial speed-up is asked by the Government in its recent White Paper. 

Management must improve production methods, make more goods in less time. 

Workers must put their shoulders to the wheel, abolish "slowdowns." 

Higher pay can flow only from greater output. Unions oppose this policy. 

Conditions of work must be improved in the export trades. 

Other industries apparently will have to take second place. 

Unfortunate coincidence is that, while the Government thus stresses the 
dire need for more production, coal supplies to many industries are being cut. 














The export drive in Britain shows in new allocations of scarce coal. 

Most industries are now to have coal allocations cut 50 per cent. 

But iron and steel will get priority, will be cut only 25 per cent. And 
other industries, such as automobile manufacturing, also will get favored treate 
ment. The favored industries are those contributing most to exports. 








More competition is ahead for British exports..... 

It will come especially from the U. S. Makers of tires, radios, electrical 
apparatus, nylon hose in the U.S. are looking abroad again. Their ranks will be 
swelled as demand in the U.S. for other things begins to be sated. 

It will come also from Italy--in the textile field; from Belgium--in the 
steel and machinery field; from Holland--in the electrical and radio fields. 

To beat the competition, some Britons would orient exports more and more 
toward products tailored for specific néeds, away from mass output. 

Under this plan, tailor-made ships, automobiles, quality steels, precision 




















machinery, fine textiles and chinaware would bulk large in British exports. 


But these products all carry fancy price tags and during depressions are 
likely to show sales evaporation. Peaks and valleys in exports would be abrupt. 

For stability of exports, Britain will have to compete in the volume fields 
at a price. That will require high productivity, big capital expenditures for 
machinery, better merchandising than before the war, big credit resources. 





Herbert Hoover is to find considerable room for improvement in agricultural 
production within the U.5.-British zone in Germany. 

In staple crops, recovery toward prewar levels in the integrated zone is 
lagging behind both the French and Russian zones. 

The potato crop in 1946 in the U.S.-British zone was only 58 per cent of 
the 1937 level; the French zone reached 66 per cent and the Russian 62. 

Wheat crop in the U.S.-British zone was 65 per cent of prewar, compared 
with 77 per cent in the French zone and 67 per cent in the Russian. 

In rye, barley and oats, the differences between the zones were even wider. 

Both the French and Russian zones enjoy larger supplies of domestic ferti- 
lizer than the integrated zone, which has to be bolstered with expensive imports. 

But, given adequate fertilizer and equipment, much larger crops can be 
grown; food imports costing the U.S. more than $500,000,000 a year can be reduced 
materially. However, the U.S.-British zone never will be self-sufficient in food. 
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TASK OF BRITISH INDUSTRY 





Government’s White Paper outlines economic job to be done 


(Text of the British Government’s White Paper on the 
problems of economic recovery, issued on Jan. 20, 1947.) 


1. The great need of this country, as indeed of practically 
every other country in the world at the present time, is for a 
considerable and sustained increase in the production of goods 
of all kinds—of consumer goods and of capital goods, of goods 
for domestic use and consumption and for export. 

2. The position of Great Britain is extremely serious. We 
_ have, in the course of the last seven years, deliberately dis- 
torted and unbalanced our economic system, suffered the loss 
and permitted the depreciation of our capital resources, sold 
at least half of our external capital assets and gone into debt 
abroad—all for the purpose of enabling the country to con- 
centrate its fullest efforts upon the war and in an endeavor to 
maintain reasonable standards of living. This country is still 
running into debt abroad. Each month our balance of over- 
sea payments is still unfavorable. Nevertheless, since the end 
of the war this country has proceeded rapidly to establish 
schemes of social improvements in the way of a housing pro- 
gram, an improved educational system, comprehensive old 
age, unemployment and health insurance systems and medical 
and other services. 

3. It is clear that we must—and, indeed, very quickly— 
begin to maintain and seek to improve our standards of living 
entirely by our own efforts. We cannot continue indefinitely to 
meet our deficits by external credits. We must soon begin to 
repay some of the external borrowings by means of which we 
are at present able to maintain existing standards. It is there- 
fore highly imperative that we secure a speedy and substan- 
tial increase in the output of the products of British industry 
while maintaining their quality. That is the kernel of the eco- 
nomic and industrial policy of the British Government. 

4. The fulfillment of this policy requires improvements in 
the efficiency and the productivity of British industry, and 
these are not the responsibility of the Government alone but 
of industrial management and workers alike. It is for all con- 
cerned with industrial production to apply themselves to this 
task of improved efficiency and output in the realization that 
the common good of the country as a whole depends very 
considerably upon their efforts. ' 

5. During the war, in a number of industries machinery was 
developed for joint consultation between management and 
workpeople on production problems. The extension and fur- 
ther development of this practice would be of advantage. 

6. Until the output of British industry is considerably in- 
creased, there is bound to be some fear of our ability to main- 
tain the stability of prices and the orderliness within our in- 
dustrial system which have characterized -Great Britain 
throughout all the difficulties of the war and the transition 
from war to peace. The nature of our industrial relations sys- 
tem entails responsibilities on both sides to work together not 
only for the common good of the industry on which both de- 
pend, but also for the common good of the country as a 
whole. These responsibilities are greater today than thy have 
ever been. 


MAN POWER 


7. The biggest problem is the almost universal shortage of 
man power. This affects everything. There is far more work 
to be done than there are men and women to do it. This is a 


legacy of six years of war. During the war there was prac- 
tically no production of consumer goods except the bare neces- 
sities of life; all building, except for war purposes, was stopped; 
no new plant and equipment was installed except for war 
purposes; repairs and replacements of existing plant and ma- 
chinery were postponed; the public services were allowed to 
fall into disrepair and no new improvements were made. The 
country has six years’ arrears of civilian work to catch up, in 
addition to repairing a vast amount of bomb damage and re- 
building blitzed areas. New houses have to be built; industry 
has to be modernized and re-equipped with new factories and 
plant; the public services have to be brought up to a proper 
standard of efficiency and improved to meet new needs; new 
schools, hospitals, and many other facilities of corporate 
life, have to be provided; and, above all, we have to re- 
store an abundant supply of goods and services for the con- 
sumer at home and also to meet the needs of our export 
trade. How is all this work to be done? How big is the labor 
force to do it? 

8. At the end of November 1946, our total working popu- 
lation was approximately 20,324,000, or about 570,000 greater 
than at mid-1939. This, however, does not mean that we have 
sufficient labor to meet requirements. On the contrary, the 
table in the appendix shows that the numbers accounted for by 
the forces and auxiliary services, by the manufacture of equip- 
ment and supplies for-the forces, and by national and local 
government services, National Fire Service and police, profes- 
sional and personal services, entertainment and_ sport 
amounted to 4,170,000 at mid-1939 and 4,985,000 in Novem- 
ber 1946—an increase of 815,000. The balance of the working 
population was thus 15,580,000 at mid-1939 compared with 
15,339,000 in November 1946—a decrease of 241,000. 
Against this must be set the fact that some degree of unem- 
ployment cannot be avoided, if for no other reason than that 
workpeople are free to change their jobs. At mid-1939 there 
were 1,270,000 unemployed, while in November 1946, there 
were only 366,000 unemployed; there were also 345,000 de- 
mobilized men and women who had not taken up employment 
at the latter date. Although in November 1946, there were, as 
a result, more people employed in meeting home civilian 
needs and the expansion of the export trade than in 1939, the 
increase was not nearly sufficient. For example, the number 
employed on manufacture for export, which stood at 990,000 
at mid-1939, had risen by 450,000 to 1,440,000 at the end of 
Noyember 1946, but a further increase of something like 
500,000 is required. In addition, further substantial increases 
in some of the vital manufacturing industries for the home 
market are also needed. 

9. During 1947 there will be some further increase in the 
man power available for industry from demobilization, but 
the reinforcements from this source will be insufficient to meet 
our greatly increased requirements. Moreover, the raising of 
the school-leaving age to 15 will mean the loss of 370,000 boys 
and girls to industry in the following 12 months. 

10. In 1948 and the following years the total working popu- 
lation will drop to about prewar level owing to the fall in the 
birth-rate that occurred in the 1930s, and the further raising 
of the school-leaving age. Thus the prospect is that for some 
years to come there will be an over-all shortage of labor for the 
work that has to be done. 

11. This general shortage is not evenly spread, however. 
Some of the most vital industries are more severely under- 
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manned than industry as a whole. It is not. possible in every 
case to give precise figures of the extent of undermanning 
because in some cases improvements in equipment may be 
expected to ease the situation, while in others shortage of raw 
materials may set limits to possible expansion in the immediate 
future. An appreciation of the extent of undermanning in 
certain vital industries can, however, be gained by comparing 
the numbers employed in November 1946 (the most recent 
date for which figures are available), with the numbers at 
mid-1939. For agriculture this method is not appropriate 
because of the radical change ‘n the position of the indus- 
try since 1939. The deficiency in agriculture, based on es- 
timated requirements by the end of 1947, may be put at 
33,000. It is to be noted that for other industries the mak- 
ing good of deficiencies is a problem that will extend be- 
yond 1947, 


12. The comparison is shown by the following figures: 


TOTAL MAN POWER IN CERTAIN INDUSTRIES 


Per cent 
Inc. reqd. 
Industry Mid-1939 Nov. 1946 Decrease toreach 
mid-1939 
level 
Coal mining 773,000 730,000 43,000 6 
Tin plate and 
sheet steel 95,000 15,000 10,000 67 
Bricks, tiles, etc. 98,000 69,000 29,000 42 
Iron foundries 
(other than engi- 
neering ) 98.000 75,000 23,000 31 
Textiles— 
Cotton 344,000 256,000 88,000 34 
Wool | 210,000 164,000 46,000 28 
Silk and rayon 73,000 61,000 12,000 20 
Hosiery 128,000 82,000 46,000 36 
Other textiles, 
bleaching and 
finishing 247,000 193,000 54,000 28 
Clothing 587,000 462,000 125.000 7 
Footwear 165,000 141,000 24.000 7 
Furniture 151,000 121,000 30,000 25 
Paper and printing 505,000 415,000 90,000 22 
Laundries 212,000 175,000 37,000 21 





Total of above 3,616,000 2,959,000 657,000 22 


EXPORTS 


13. In addition to making good the shortages of goods at 
home, we have to pay our way abroad. As a result of the war, 
we have had to incur very heavy foreign debts, and we have 
lost at least half of our oversea investments and the income 
from abroad that these investments used to bring in. Before 
the war, we used this income to help to pay for our imports. 
We import more than half our food and most of the raw ma- 
terials we use in industry. The only way in which we can pay 
our debts and make up for this loss of incomes is by increasing 
our exports. We have to look to our exports to pay for the im- 
ports we need. At present, although we are exporting more 
goods than we did in 1938, we are importing only 70 per cent 
of the amount we imported in that year. Yet we cannot even 
pay for this low amount of imports except by using the loans 
made to us by Canada and the United States. During 1946 
there has been a deficit of about 27,000,000 pounds a month 
between our exports and our imports—or a figure of 328,- 
000,000 pounds for the year. But the American and Canadian 
loans only give us a short breathing space, and to pay not 
merely for the imports we are now getting, but for all the im- 
ports we shall need, we have to increase our exports still more. 
To do this we shall have to export in volume 75 per cent more 
than we did before the war, and so far we have been able to 
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do little more than get back to our prewar level. That is why 
we have to press on with the export drive and send abroad 
many goods which we should like to be able to use at home 
but which are less vital than the goods we import in exchange 
for them. 


COSTS AND PRICES 


14. If we are to achieve and maintain this increase in our 
exports, it is not enough to get the output and divert it from 
home consumption to export; we must keep our customers and 
find new ones; we must make sure that on price and quality we 
can sell our goods. At the moment there is a shortage of goods 
all over the world, but this will not last. Nor is it enough 
merely to hold our place. The increase in the volume of our 
exports to 75 per cent above the prewar level means that we 
must increase substantially our share in the world’s export 
trade. For this we must look to the re-equipment and increased 
mechanization of our industries and the fullest co-operation of 
both sides in maintaining production at the highest pitch of 
efficiency. If costs of production and, in consequence, prices 
rise in relation to world prices, it may make it impossible for 
us to pay our way inthe world and buy all the imports we 
need, 

15. Since 1941 our internal prices over a large part of 
ordinary consumers’ expenditure have been kept steady by 
Government action, partly through price control and partly 
by Government subsidies. This result has only been achieved 
at heavy cost to the Exchequer. These subsidies will cost 
not far short of 400,000,000 pounds in the present financial 
year, of which about 364,000,000 pounds will be in respect 
of food. 

16. While a measure of stability has been achieved by these 
means, wages, salaries, and profits have been increasing. 
During the war, wage increases took place at almost regular 
intervals. These adjustments were generally of a short-term 
character, since it was impossible to forecast the trend of 
events for a long period ahead. When the war ended a new 
situation developed, and it has now been possible over a wide 
field of industry to make provision for postwar settlements. As 
a result, during the 12 months ended July 1946, wage rates 
rose considerably. Since July 1946, the general index figure 
of wage rates has remained virtually stable. Profits, which 
should be regarded as a proper source for financing improve- 
ments and re-equipment, and salaries have also increased since 
the beginning of the war. A substantial proportion of incomes 
from all these sources has been taken by the Government in 
the form of tax. 

17. The change-over from war to peace, so far, has been 
made very smoothly. There has been far less friction than there 
was in the corresponding period of 17 months after the 1918 
Armistice, when no fewer than 39,500,000 working days were 
lost owing to trade disputes. The more satisfactory position 
we are in today reflects the good sense and steadiness of the 
general body of the workers, and shows that the improved 
relationship between the two sides places industry in a much 
better position to deal with the problems which confront it 
than it was after the last war. 

18. The direct gains have been considerable, in particular 
in the case of certain sections of workers whose level of 
wages before the war was relatively low. The increase in wage 
rates since July 1945, reckoned in terms of the 1945 wage 
bill, is roughly equivalent to 250,000,000 pounds. The total 
increas@gsince the beginning of the war, reckoned in terms 
of the 1939 wage bill, is roughly equivalent to 1,200,000,000 
pounds a year. It has also to be remembered that, over a 
considerable field of industry, the trade unions have gained 
for their members not only higher wages and earnings but 
many improvements in conditions. The Government and the 
country desire that these gains should be made secure and be- 
come a permanent advance in real wages. How is this desire 
to be achieved? 


PRODUCTION 


19. The answer first and last is by increasing production. 
This is the only means by which we can achieve a genuine and 
permanent balance between the volume of purchasing power 


and the supply of goods available. At present there is too much . 


money chasing after too few goods. To increase the amount 
of money in people’s pockets does nothing to increase the 
amount of goods available. On the contrary, it makes the situa- 
tion worse, since, if there is still more money chasing the same 
amount of goods, prices must sooner or later be forced up, 
and no one will be any better off than they were before. The 
volume of purchasing power is already far bigger than the 
supply of goods at present-day prices. The total amount of 
incomes of all sections of the community, after paying income 
tax, is well over 7,000,000,000 pounds, but the value of goods 
and services available to be bought by consumers is only about 
6,000,000,000 pounds at present prices. There is, therefore, 
already a great deal of leeway to be made up, and this cannot 
be done without a concerted effort of the whole country to in- 
crease production while costs are held steady. It must be 
realized, however, that increased production per hour worked 
is not necessarily in itself sufficient. What is necessary is 
increased production per annum. In attaining this, everyone 
has a part to play; the responsibility does not fall upon produc- 
tive industry alone. It is as necessary to increase the work 
done per person in the central and local government services, 
in public utility and transport services, and in the distributive 
trades, as it is in manufacturing industries. 

20. Increased output, therefore, is the thing which is 
needed more than anything else for all these reasons—to 
achieve the job of carrying out the enormous program of work 
that is waiting to be done, to increase our exports in order to 
pay for the imports we need, and to increase the quantity of 
goods for home consumption so that inflation can be avoided 
and real improvement in the standard of living secured. To 
provide the 75 per cent increase in volume of exports alone 
would mean employing more than 2,000,000 workers on export 
work; if this increase of exports had to be achieved without 
any increase in the prewar rate of output per head, this would 
mean withdrawing 56,000 more workers from supplying goods 
for the home market. Obviously, it would be quite impossible 
to spare so big a part of the labor force from production for the 
home market. The additional exports, like the additional goods 
that are needed at home, cannot be got without increasing out- 
put per head and raising the whole level of production. 

21. How is this increase of production to be obtained? By 
ensuring that those industries which provide essential supplies 
are fully manned up; by maintaining full employment so that 
we can make use of all the man power we can mustery and, 
while costs and prices are held steady, by raising the level of 
output per head without prejudice to earnings. 
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IT’S UP TO THEM 


ESSENTIAL SUPPLIES 


22. We must concentrate on increasing production in those 
home industries which supply the vital materials required for 
the necessities of life. This is not only essential if we are to 
achieve the standard of life which full employment should 
ensure, but it is even more urgent in the short run to break the 
shortage of basic materials which is holding up the whole 
process of reconversion of civilian life and industry. Many of 
the industries responsible for producing these materials are 
seriously short of workers, and the very fact that full employ- 
ment now exists has created great difficulties in the way of 
bringing them up to strength. They are largely industries 
which have suffered from depression in the past, or from con- 
centration during the war, or in some cases from unattractive 
conditions of work. If other industries and services compete 
too strongly with them for labor not only will they be unable 
to satisfy the demands of the people of this country for a 
better standard of consumption but they will be unable to 
produce the goods which are vital to all other production. The 
existence of these shortages is a standing threat to the em- 
ployment of workers in other industries and services, who may 
find themselves without the fuel or raw materials on which 
their jobs depend. It is therefore a matter of overriding con- 
cern to all employers and workers that these essential indus- 
tries should be brought up to the necessary strength without 
delay. 


FULL EMPLOYMENT 


98. At the present time there is some local unemployment, 
mostly in the development areas, but the Government is taking 
energetic measures to remedy this. Other patches of enforced 
unemployment may unfortunately occur in the coming months 
because of unavoidable shortages in the supply of essential 
materials. The Government will do all it can to avert or mini- 
mize such interruptions to production, but even if interruptions 
due to such shortages do occur this is a very different thing 
from the widespread and prolonged unemployment which oc- 
curred between the wars, when the cause was the inability 
of industry to find a market for its products. If patches of un- 
employment occur in the immediate future because of short- 
ages of supplies, they will be temporary and they will be 
righted as soon as the shortages can be made good. In the 
longer run we may also have to reckon with depressions arising 
abroad and spreading the contagion of unemployment to our 
own export industries. We cannot isolate ourselves from what 
happens in other countries, but the Government is doing 
everything it can in the present international discussions to re- 
duce this danger to a minimum and it is preparing measures to 
counteract it at home should the danger threaten. Apart from 
these special dangers, the great difference between our eco- 





Britain’s last hope of bolstering production is increased output by each worker 
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nomic conditions today and those between the wars is that, for 
as far ahead as we can see, there will be a high demand for the 
products of industry. It would appear that there is no danger 
for many years to come that industry as a whole will have to 
work below capacity because of a falling off in the general 
demand for its products. 

24. This means that, provided our prices are right, the old 
fear of prolonged bad trade and unemployment should be a 
thing of the past. Bad trade and unemployment in the inter- 
war years led to cutting of wages and prices, and losses to all 
concerned. The problem today is to increase production to fill 
the gap between the quantity of goods on the market and the 
amount of purchasing power available to buy those goods. We 
must remove the idea of spinning out production in order to 
avoid unemployment, or of restricting output in order to safe- 
guard earnings. On the contrary, industry—employers and 
workers alike—must be ready to adopt every possible means 
of increasing production, secure in the knowledge that this 
does not carry with it any threat to employment. In fact, what 
is wanted is a new determination to achieve a high and stable 
level of employment and increased production. Indeed, with- 
out high production full employment itself is endangered. 


CONCLUSION 


25. The object of all our economic policy and the prime 
purpose of all our industrial activity is to improve the standard 
of living of the people. This depends upon the output and 
efficiency of all our industries and essential services. The Gov- 
ernment has maintained a substantial measure of control over 
the movement of prices. This has been achieved at a very 
heavy cost of subsidies and no guarantee can be given that 
some rise of prices may not be necessary to mitigate the bur- 
den on the Exchequer and the taxpayer. But the Government 
will maintain control and ensure that no unregulated increase 
in the prices of essential goods and services occurs. 

26. The keynote of all our industrial activities during the 
immediate period ahead must be to steady the costs of produc- 
tion, to man up the essential undermanned industries, and 
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above all to step up production, until we have struck a balance 
between total demand and total supply. A great responsibility 
rests on both sides of industry to play their full part in rousing 
the nation to an appreciation of the country’s very serious 
economic position and in ensuring that there is such a large 
and sustained increase in production as will enable us to 
have sufficient goods to pay for our essential imports and to 
meet the urgent needs of the people at home. 


APPENDIX 


DISTRIBUTION OF MAN POWER AT MID-1939 
AND NOVEMBER 1946 
(Thousands) 


Inc. + 
Mid-1939 Nov., 1946 Dec. — 
. Total working population 19,750 20,324 +574 
. H.M. forces and auxiliary 
services 480 1,510 
. Manufacture of equipment 
and supplies for forces 1,270 474 
. National Govt. service, 
Local govt. service, 
National Fire Service 
and police, professional 
and personal services, 
entertainment and sport 2,420 | 3,001 . 
Total—items 2-3-4 4.170 4985 +815 





Balance of working population 
available 15,580 15,3389 —24l 

5. Less unemployed ae 366 

6. Less ex-H.M.F. 
who have not 
yet taken up 
employment ad 








1,270 345, ‘11 559 





Balance employed in meeting 
home civilian needs and 
expansion of export 


trade 14,310 14628 +318 





U.S. PLAN FOR RELIEF ABROAD 


State Department’s announcement of policy for 1947 


(Text of announcement by U. S. State Department on 
the U.S. plan for relief abroad in 1947.) 


HILE STILL FIGHTING the war, the United States foresaw 

the relief problem ahead—the feeding of hungry peo- 
ples and the reconstruction of devastated lands. The American 
people knew that because we had been neither bombed nor 
occupied and because of our great resources we would have 
to bear a large share of the responsibility for helping the peo- 
ple of devastated countries back to a normal way of life. 


UNRRA November 1943-December 1946 


The U. S. Government took the lead in creating the United 
Nations Relief and Rehabilitation Administration, which was 
formed in November 1943 to supply food and other emergency 
needs to countries which,needed almost everything when the 
war ended, but had neither foreign exchange nor governmental 
_ machinery to purchase goods abroad and transport them. 

UNRRA has shipped 18,000,000 tons of supplies. An addi- 
tional 5,000,000 tons will be shipped in the early months of 
1947. The United States produced and shipped almost three 
quarters of these supplies—food, clothing, footwear, medical 
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supplies and materials to help in agricultural and industrial 
rehabilitation of 15 countries. 

A different picture emerges as UNRRA ends. UNRRA and 
the efforts of the people of the devastated areas themselves 
have averted starvation. Trains are running, fields have been 
planted, essential utilities are operating. The liberated coun- 
tries are gradually regaining their export trade. 


The Loan Program 


Most countries now need loans for reconstruction rather 
than free grants for relief. 

The International Bank and the International Monetary 
Fund will help countries obtain the foreign exchange they 
need for reconstruction and stabilization of their currencies. 
The capital of these two institutions will amount to $15,000,- 
000,000, for which the Congress of the United States voted 
to provide about $6,000,000,000. 

The United States Government has taken steps to supply 
nearly $10,000,000,000 more of foreign exchange to countries 
needing it. We have provided nearly $7,000,000,000 through 
direct credits such as the British loan, and through loans of 
our Export-Import Bank. Several billion dollars additional 


credit has been made available for financing Lend-Lease in- 
ventories and “pipe lines,” and for financing the sale to other 
countries of surplus property. For various reasons, some of 
these credits have not yet been used and are still available for 
meeting foreign exchange deficits. Besides these governmental 
credits, there are also the possibilities of regular commercial and 


private credits for adding to the availability of foreign exchange. 


The Relief Program 


A few countries—Italy, Austria, and perhaps Poland, Hun- 
gary and Greece—will need further free grants urgently be- 
tween the end of February, when the UNRRA pipe lines will 
be running dry, and early summer, when their harvests begin 
to come in. On the basis of studies made by the Department 
of State, the Treasury Department, the Federal Reserve Board, 
and other members of the United Nations, the problem is 
residual and short-term. But for these few countries the need 
is urgent and funds must be made available quickly if starva- 
tion and real suffering are to be avoided. Recent reports from 
Austria, for example, show that, unless more help is given, 
rations will fall from 1,550 calories a day to 1,200 calories a 
day, a diet approaching starvation. 


Need for Speed 


To establish a new international body is not the most satis- 
factory means of handling this problem quickly and fairly. 
Agreement as to the precise nature, structure and functions of 
a new international agency would take too much time. There 
is barely enough time for action by Congress on direct Ameri- 
can action to meet the emergency. The complications of set- 
ting up an international agency would greatly prolong the 
debate and might defeat the effort to obtain funds for im- 
mediate relief to avert widespread starvation. 

The present short-term emergency program must assure 
that those few countries in need of free assistance are helped 
with a maximum of speed, and that the desperate urgency of 
their need is recognized. Many countries will still need help 
in the form of loans to carry on their further reconstruction. 

If a new international organization were set up, the pres- 
sures might be such that free assistance would be diverted 
from those nations in greatest need to those whose major 
requirement is help in the form of loans or credits. 

Our purpose is to give relief where there is real need and 
without discrimination because any country has espoused a 
political or economic philosophy differing from ours. Those in 
power in each country must in turn distribute relief on the 
basis of need and not of political support. The determination 
of a country’s need will take into consideration whether that 
country is doing everything possible to help itself and whether 
it is diverting man power and facilities away from the produc- 
tion of the necessities of life. 


The United States Proposal 


Acting Secretary of State Dean Acheson described the 
American proposal as follows on Dec. 8, 1946: 


“The United States proposal is that each nation should 
immediately consider what it can contribute to the com- 
mon 1947 relief effort. The Administration will recom- 
mend to Congress a generous appropriation for this 
purpose. Each country should discuss its plans with 
others, both those planning to help and those needing 
help, to obtain their views and to co-ordinate its activities 
with all others concerned. The Secretariat of the United 
Nations should be used as a clearing house by all such 
countries. The United States would keep the Secretary- 
General fully informed of what it is doing and others 
should do the same. 


“In this manner, nations receiving free relief must 


prove their need for it and they can be held to a much 
closer and fairer accountability of the use of food and 
other free supplies. Those in power will be compelled to 
distribute relief food on the basis of need. They will not 
be allowed to feed their political supporters and starve 
their political opponents.” 


Flexibility 


Conditions in early 1947 may improve or deteriorate more 
quickly in one country than in another. There is difficulty in 
maintaining flexibility to meet a changing emergency situation 
when decisions are made by an international body. For ex- 
ample, at the UNRRA Council meeting in December, each of 
the receiving countries wished to see the UNRRA country 
programs frozen as set months ago, without real considera- 
tion of the relative needs which might develop in the next 
few months. 

It is not the intention of the United States that its representa- 
tives shall take unilateral action to make changes in the UNRRA 
country programs still to be carried out, (covering $626,000,- 
000 still unshipped.) The U. S. representative will, however, 
exercise his vote on the Central Committee of UNRRA in favor 
of making adjustments which are clearly called for on the 
basis of the relative needs of different countries. 


Food as a Political Weapon 


The United States has never used food as a political weapon 
and does not intend to do so now. For this reason the US. 
was glad to have included in the U. S. General Assembly Res- 
olution on Relief Needs After the Termination of UNRRA 
a clear-cut statement “reaffirming the principle that at no 
time should relief supplies be used as a political weapon, 
and that no discrimination should be made in the distribution 
of relief supplies because of race, creed, or political belief.” 


International Co-operation 


The United States firmly believes in international co-opera- 
tion. We have taken the lead in establishing and supporting 
international organizations—UNRRA, the International Bank 
and the International Monetary Fund, the United Nations 
Food and Agriculture Organization—and in working for the 
establishment of an International Trade Organization and an 
International Refugee Organization. In reassuring foreign 
delegates at the United Nations General Assembly of our 
continued international approach, the United States rep- 
resentative, Mr. Adlai Stevenson, pointed out that the U.S 
is not turning its back on international co-operation. He said: 

“Our position in this matter springs not from the fact 
that we respect the principles of international organiza- 
tion the less, but because we want to fulfill the hopes of 
the hungry the more. To enable us to do so, to enable 
us to discharge our responsibility, which is greater than 
others because our situation is more fortunate than 
others’, we have proposed an approach which, in the 
considered judgment of my Government, is best calcu- 
lated to enable us to do so. 

“As we see it, the issue is not international co-operation 
versus no international co-operation; it is between two 
different methods of co-operation among nations. I said, 
and I repeat, that we seek the fullest co-operation and 
co-ordination by consultation directly and through the 
Secretary-General with all nations in developing our 
plans and programs for meeting the relief needs of next 
year, which will be acute all too soon.” 

Time is of the essence in the short-term but acute relief 
problem which now faces us. The critical period for those 


' few countries which need additional free help.will be in the 


late winter and early spring. The American proposal outlined 
above is designed to meet those needs. 
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Winter Retards Goals 
In Western Germany 


British-American plans look impres- 
sive on paper, but actually the win- 
ter weather is handicapping progress 
in the unified zones of Western Ger- 
many. Disrupted transport and diver- 
sion of coal to civilian use brought a 
25 per cent drop in industrial produc- 
tion in the U.S. zone during January. 
Many industries also closed down in 
the British zone because of frozen 
waterways, the shortage of railroad 
equipment able to withstand winter 
weather and the scarcity of adequate 
clothing for the workers. 
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Action on Latin-American affairs 
will get a high priority under U. S. 
Secretary of State George C. Marshall. 
State Department career men are of 
the opinion that the U.S. has lost 
ground in Latin America because of 
its preoccupation with the problems 
of Europe and Asia in recent months. 
These problems will not be neglected, 
but decisive moves can be expected 
to clear the atmosphere between the 
U.S. and its Latin-American neigh- 
bors on a number of points soon. 
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The World Bank is expected to pay 
out about $500,000,000 in loans dur- 
ing 1947. Total dollar funds available 
to the Bank for the year will come up 
to $700,000,000, in addition to any se- 
curities that the Bank may. issue in 
the U.S. market. 
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The official position of the U.S., 
regarding Russia's bid for a base in 
Spitsbergen, is along these lines: The 
existing treaty regulating Spitsbergen 
can be reconsidered, but no changes 
can be made without the agreement 
of all signatory nations. If the other 
nations agree to alterations giving Rus- 
sia a base in that area, the U.S. will 
not object. 
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Peron Is Expected 
To Shake Up Cabinet 





Despite Italy’s need for wheat, 
substantial quantities of the grain are 
being smuggled from that country 
into Yugoslavia. The practice has be- 
come so widespread that it has been 
discussed in Italian Government cir- 
cles. Apparently the underground 
traffic originates chiefly in Sicily and 
Southern Italy. 
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“President Juan Perén of Argentina 

has decided to shake up his Cabinet, 
not yet a year old. Perén would like 
to create new ministries, but he is 
blocked in that by the Constitution. 
He may get around that barrier by 
merging existing departments. A like- 
ly outcome is a Ministry of National 
Defense that will put into one de- 
partment the present ministries of 
War, Navy and Air. Other changes 
are contemplated. 
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One of the U.S. automobile plants 
in Germany is going to start produc- 
ing parts to supply old customers in 
Europe, where thousands of cars are 
idle because of the absence of replace- 
ment parts. Later on, when more stee] 
becomes available, the company in- 
tends to resume production of cars for 
use inside Germany and for export to 
other European countries. 
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Iran’s application for a loan from 
the World Bank may run into diffi- 
culties because of a private claim for 
more than $1,000,000, pending against 
the Iran Government. The claim has 
been filed by a U. S. engineering firm, 
seeking payment for work done on a 


Government contract that Iran can- 
celed in 1930. 





Russia May Increase 
Manchurian Demands 


The Russians are making a thor- 
ough-going examination of education 
methods in their district of Berlin. 
Unannounced inspections are made at 
unexpected intervals and teachers who 
the Soviet officials decide are “un- 
worthy” are promptly dismissed. The 
inspectors are most interested in how 
the teachers are presenting current 
history to their students. 
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Reports in China say that Russia is 
planning an over-all economic pro- 
gram for Manchuria, tying in the 
Soviet control of ports and railroads 
with additional rights for raw ma- 
terials -and trade privileges. Even- 
tually, the Russian plan might entail 
a new treaty with Nationalist China, 
revising the present pact through 
which the Russians occupy the port 
city of Dairen. 
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Gen. Mark W. Clark will not re- 
linquish his command of U. S. troops 
and policy in Austria until after the 
peace treaty for that country has been 
taken up by the Council of Foreign 
Ministers in Moscow next March. Al- 
though Clark has been designated for 
an Army post inside the U.S., he will 
not leave Vienna officially until the 
peace talks are well under way be- 
cause the U.S. does not want the 
impression to get out that Washing- 
ton disagrees with his handling of 
the Austrian occupation. 
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The French plan for moving Ger- 
man industrial plants out of the 
French zone of occupation and into 
the Saar is being expanded. Latest 
acquisition is a watch and clock fac- 
tory, employing 1,200 workers, which 
is being moved from its old location 
near Stuttgart and will be reassembled 
in Alsace, in France. 
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YOUR POCKETBOOK INTEREST IN WORLD AFFAIRS 





Many of our readers have a direct and some an indirect interest in world affairs. 


The American people as a whole, however, had a direct interest in world affairs 
to the amount of 315.000.000.000 in 1946. 


Here is what the President of the United States said to Congress on January 8th 
last in his first economic report: 


“Intense demand of foreign countries for goods available only 
or chiefly in this country has been one of the factors accounting for 
a high level of employment, production, and purchasing power in 
the United States during 19-46. 


“Our receipts from the sales of goods and services abroad have 
recently been running at a rate of about 15 billion dollars a year, 


compared with only 4 billion dollars prior to the war. 


‘Foreign demand for United States goods at present is associated 
with the incompleteness of reconstruction in war-devastated areas, 
and it will continue to be high during 1947, even though some coun- 
tries may be reluctant to purchase at our current high prices. Suf- 
ficient resources will be available to foreign countries to finance 
urgently needed purchases from us. Any recession in domestic de- 
mand would permit us to meet some of the new unsatisfied foreign 
demand, with a resulting increase in exports. Even if this should be 
confined to a rise in quantities rather than in the dollar values it 
would be a factor cushioning the effects of any dip in domestic pro- 


duction and employment.” 
World Report keeps you advised on economic trends. 


More than 100,000 people in America read World Report every week because 
world affairs today have a direct impact on our economic welfare. 


WORLD REPORT 


The only magazine of its kind—reporting, interpreting 


and forecasting the news of international affairs 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20 
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Smooth Take-off 


It’s always a smooth take-off for friendly gatherings 


ane 


when you serve Old Fashioneds made with the finest-tasting 
Three Feathers in 64 years. Lighter, smoother, richer 
than ever, Three Feathers Whiskey makes every 


drink soar to new heights of enjoyment! 


A THREE FEATHER 


€ . 
Rae hese WE os oS. ) ‘ 
” hoe r HKHOsewe 


Ts . xe First Among Fine Whiskies 
It, Ar | 


Blended Whiskey 86 proof. 70% grain neutral spirits. Three Feathers Distributors, Inc., New York 
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